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What a year it’s been! Enormous 
vitality and enthusiasm at every 
level of management together with 
solid accomplishments at the oper- 
ating level have marked our first 
year as the senior managers of 
your company 

Only as we reflect on our first 
anniversary do we see in clear per- 
spective how fortunate we were in 
three principal respects 
* The enormous potential of Dis- 
ney assets developed under the stew- 
ardship of prior managements, 

* The remarkable capabilities of 
the managers of the operating units. 
and 

* How vitally important the 
renowned Disney culture is to the 
success of the Company 

All of these superb values con- 
tributed to the most gratifying 
accomplishment the achievement 
of the highest revenues and net 
income in Disney's history. 

Revenues surpassed $2 billion for 
the first time, a 22 percent increase 
from a year ago, while net income 
increased 77 percent, earnings 
per share 89 percent and return 
on equity increased to nearly 
15 percent 

For the fiscal year ended 
September 30, 1985, revenues 
climbed to $2 billion from $1.7 bil- 
lion a year ago. Net income rose to 
$173 million or 85 15 per share, 
compared to $98 million, or $2.73 
per share a year earlier. 

To provide perspective on the 
company’s pace of growth, Disney 
first passed $100 million in revenues 
in 1965, $500 million in 1975, 


$1 billion in 1981 and $2 billion 
in 1985 

After our first full year, we are 
pleased to report that the strategies 
we set forth for Disney's long-term 
growth are rapidly taking shape 

Our overall goals of accelerating 
Disney further into the mainstream 
of entertainment and creating 
greater financial balance between 
operating units have required a 
commitment to creativity and inno- 
vation, with fresh visions based on 
historical Disney traditions. 

Since each of our major business 
segments will be discussed subse- 
quently in some detail, we will 
simply highlight certain steps taken 
during 1985 toward implementing 
priorities 

The steps taken include 
= Bringing into the company an 
exceptionally creative and high 
quality staff in motion picture and 
television production 
= Reducing motion picture risks 
for stockholders through Silver 
Screen Partners П. a public 
offering. 
= Re-entering pay cable television 
distribution and entering for the 
first time the television syndication 
business. 

* Re-establishing Disney as a 
major force in network television 
through creation of a diverse range 
of programming sold to all three 
networks. 

* Boosting appeal and entertain- 
ment value of theme parks through 
successful, innovative marketing 
efforts. 

= Developing unique and exciting 
attractions for the theme parks with 
the best creative talents in the 
industry. 

= Expanding the objectives and 
potential earnings of the consumer 
products division 





= Successfully integrating Агула 
and Disney's community develop- 
ment resources 

* Assunng the continued success 
of The Disnev Channel with 
enhanced management vitality. 

It became quickly apparent to us 
that Disney 15 a complex and sophis- 
ticated company Its success 15 de- 
pendent not on the strength of anv 
one particular business unit, but on 
the interaction and support of di- 
verse business units on one another 

The key to returning Disney into 
the entertainment mainstream 
and providing the initial link in the 
creative chain reaction among 
business units 15 our motion picture 
and television activity 

Among the corporation s greatest 
accomplishments this past year was 
to attract a remarkable number of 
the industrv s premier executive 
talents, starting with Jeffrey 
Katzenberg, chairman of Motion 
Pictures and Television, and Rich 
Frank, its president They, in turn, 
have installed a creative, high- 
quality staff and laid the ground- 
work critical to revitalization of 
motion pictures, positioning Disney 
as a long-term major force in the 
industry 

During the year, Disney entered 
into an agreement with Silver 
Screen Partners 11, a public limited 
partnership, which was seeking to 
raise $100 million in a public offer- 
ing for the financing of Disney film 
production costs. Due to extraordi- 
nary public interest, the offering 
was subsequently re-registered and 
expanded. When the offering closed. 

it had raised gross proceeds of $193 
million from over 28,000 investors, 
becoming the largest film limited 
partnership ever assembled 
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To maximize the value of our 
growing film and television library, 
pay television and domestic syndica- 
tion departments were created 
and staffed during the vear. Both 
achieved early results with the sale 
of seven pictures to pay cable 
services and major, headline-noted 
offerings to independent television 
stations. 

In animation, we are moving 
quickly under Vice Chairman 
Roy E. Disney's leadership to become 
the state-of-the-art leader in 
computer-assisted production. Our 
staff is delving into advanced 
technologies that will speed up the 
production cycle to 18 months from 
the current four to five years re- 
quired for a feature-length picture, 
without impinging on the creativity 
of our animation artists or the qual- 
ity of their work. 

While it will take at least two 
more years for Disney to emerge 
with a major studio-size release 
schedule, we have been fortunate in 
making great strides toward return- 
ing Disney to network prominence 
in just 12 months 

Our television presence currently 
includes: 
= A return of the Disney anthology 
series on February 2, 1986, with 
original one- and two-hour movies 
in a show called “The Disney Sun- 
day Movie.” 
= A prime-time situation comedy 
called “The Golden Girls,” hailed as 
the freshest, funniest hit of the 
season, 
= ‘Two regular animated series on 
Saturday morning children’s televi- 
sion: "The Adventures of the 
Gummi Bears" on NBC and "The 
Wuzzles" on CBS. 
= A major commitment with NBC 
for a variety of prime-time specials, 


featuring new theme park attrac- 
tions, original animated shows 
and musical variety programming 
from our parks 

The Disney Channel, now avail- 
able in over 2,500 cable systems, 
ended the fiscal year with 2.3 mil- 
lion subscribers and anticipated 
growth to 2.5 million by year-end. 
During the year the number of sub- 
scribers increased 930,000, leading 
the cable industry in growth for the 
second consecutive year. The 
Channel turned profitable early in 
the fiscal second quarter, ahead of 
projections. 

Walt Disney Home Video in- 
creased its market share while reve- 
nues passed $100 million for the first 
time, continuing the sustained suc- 
cess it has had since the start of 
operations five years ago In the past 
Christmas season, the company 
shipped a record one million cas- 
settes, including 21 titles, in the 
single most successful promotion to 
date for the company. 

In a milestone year, our theme 
parks demonstrated their resilience 
with exceptionally strong financial 
performance. Disneyland preeted its 
250 millionth guest during an 
event-filled, year-long celebration of 
its 30th anniversary and Walt Disney 
World passed the 200 million mark. 
The appeal and entertainment 
value of both parks benefited from 
aggressive, creative marketing pro- 
grams while profitability improved 
through new operational efficiencies 

Walt Disney World conducted its 
first major television promotional 
campaign in more than 50 U.S 
markets with excellent results. Pro- 
motional tours of Disney characters 
and entertainers in more than 120 
cities reinforced media campaigns 

Disneyland's 30th year festivities 
received sustained national televi- 
sion coverage and was beamed by 





satellite around the world. NBC 
aired, and repeated, a two-hour 
entertainment special 

To ensure the continuing popu- 
larity of Disney theme parks, unique 
and exciting attractions are planned 
for 1986 and bevond. 

The Living Seas pavilion, open 
ing early in 1986, will be a spectacu- 
lar addition to Epcot Center. Pre- 
sented by United Technologies, it 
will offer exciting travel through an 
undersea corridor in the largest 
facility ever dedicated to man s rela- 
tionship with the underwater world 

George Lucas, Francis Ford 
Coppola, and superstar Michael 
Jackson, in collaboration with 
Disney's own legendary WED 
imagineers, have created a unique 
three-dimensional narrative film 
presentation that will he shown ex- 
clusively at the Journey into Imagi- 
nation pavilion at Epcot Center and 
a newly-built theater at Disneyland 
“Captain Eo,” a musical space 
fantasy, with original songs written, 
produced and sung by Michael 
Jackson, will be presented by 
Kodak. It will premiere in the 
spring, supported by a network 
television special 

George Lucas is also working 
with Disney's Imagineers on an 
innovative ride for Disnevland that 
will involve a journey to the world of 
"Star Wars,” employing the most 
advanced simulator technologies. It 
will open in the fall. 

In addition, we announced plans 
to open the Disney-MGM Studio 
Tour as a third-gated attraction at 
Walt Disney World. It will provide 
an entertaining history of film in 
association with MGM It will also 
include other rides, attractions, 
merchandising and restaurants. 

Most importantly, there will also 
be a working film studio and ani- 


mation facilities Working film and 
television facilities will accommo- 
date the dual purpose of giving the 
tour credibility while we meet the 
production needs of our greatly in- 
creased film schedule. 

Our consumer products division 
continued to expand its role and 
earnings potential by taking the 
lead in developing new Disney 
characters, with its involvement in 
the creation of products tied to our 
Saturday morning television shows 
and through its licensing of charac- 
ters for high-fashion sportswear 
lines for the whole family 

Mickey Mouse fashions, which 
began as a trend two years ago in 
Europe, has become a U S. mer- 
chandising phenomenon. 

The acquisition of Arvida Cor- 
poration in June 1984 continues to 
prove to have been a farsighted in- 
vestment that will pay for itself in a 
relatively short period of time 

Now called Arvida Disney Cor- 
poration, we have successfully inte- 
grated Arvida's excellent commu- 
nity development resources with 
Disney s expertise with the result 
that exceptional planning and 
management skills are being con- 
centrated on all Disney properties, 
with particular focus on Walt Disney 
World and Euro-Disneyland 

As we announced at our last an- 
nual meeting, the decision on the 
site of a Euro-Disneyland has been 
narrowed to France or Spain. The 
decision, which will be made soon, 
will be a difficult one because of 
the opportunities both countries 
present 

Because of our growing interna- 
tional interests, Disney became the 
12th U.S. company to list its com- 
mon stock on the Tokyo Stock 
Exchange. Tokyo Disneyland has 
become an integral part of the city’s 


landscape, surpassing 25 million ad- 





missions since its start in April 1983. 

The depth of financial manage- 
ment of this company was con- 
siderably strengthened with the ap- 
pointment of Gary L. Wilson as the 
company's Executive Vice President 
and Chief Financial Officer. He 
comes to us from the Marriott Cor- 
poration. Under Gary's stewardship, 
we are certain his strategic vision 
will guide our long-term success. 

We are also fortunate to have Joe 
Shapiro as Senior Vice President- 
General Counsel. He joins us from 
Donovan Leisure Newton & Irvine, 
where he became thoroughly famil- 
iar with Disney legal affairs. 

After a full year in the company, 
we continue to view our role as 
instilling a sense of direction, 
motivating constructive change 
within the framework of conun- 
uing traditions and infusing the 
organization with renewed vitality. 
That is our pledge. 

While taking new directions, it is 
clear that the single most valuable 
asset of this company is the name 
"Disney" It is critical that the public 
understands who we are and what 
the name stands for. 

A corporate identity study, 
conducted over the past two years, 
indicates the name “Walt Disney 
Productions” primarily connotes 
involvement in motion pictures and 
television. Since 1938, when the 
company was incorporated, numer- 
ous divisions and subsidiaries have 
become dynamic Disney business 
entities. Many of these represent 
activities and products separate 
from filmed entertainment 
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Michael D. Eisner 
Chairman and Chief Executive Officer 








We anticipate our shareholders 
will adopt a proposal to rename the 
corporation The Walt Disney Com- 
pany at the annual meeting 

We believe this change, which 
maintains the legacy of Walt Disney, 
will provide an excellent umbrella 
under which each of our business 
entities will have a well-defined 
Disney identity and purpose 

While we are pleased with the 
company’s progress in our first year, 
we consider it a beginning. The 
credit for that progress, in any case, 
should go to the 30,000 talented and 
dedicated men and women who 
make up the cast. We are grateful to 
them and to our more than 58,000 
stockholders for their continued 
support in our efforts to improve the 
value of their investment 
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Walt 
Disney 
Altractions 


Walt Disney World and Disney- 
land launched aggressive marketing 
and promotional campaigns which 
helped spark a banner tourism year 
and record operating results. Both 
parks also continued ambitious 
expansion programs on new 
entertainment attractions 

ТоКуо Disneyland, owned and 
operated by the Oriental Land Com- 
pany continued to prove Disney's 
international popularity ín its sec- 
ond full year of operation despite 
competition from an international 
world's fair 

Meantime, the company con- 
tinued to negotiate with the gov- 
ernments of France and Spain for a 
specific European Disneyland site. 


Walt 
Disney 
World" 


Walt Disney World aggressively 
promoted outside Florida for the 
first time, launching a two-month 
television advertising campaign in 
51 key Midwest and Northeast mar- 
kets in February. More than a mil- 
lion and a half viewers responded 
with toll-free telephone calls for res- 
ervations and additional informa- 
tion Marketing teams and Disney 
characters also promoted the re- 
sorts attractions in 120 cities. The 
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1985 Change 1984 
Кегение S SRST +15% 31.097.539 oS Sd tinh Sue 
Уюганниансате 206,387 + 38% 192.695 №, 190,878 
Operating margin 21% 15% 1555 


Total theme park atlendance was up N*s[rom 1954 Attendance at теу! 
wets up uver 19% from the prior year due in part to the success of us 30th 
tersa celebration andin part to a favorable comparison wth lust year s 
fourth quarter, which was adversely affected by the summer Озщ Games 
tendance al the Walt Disney World theme parks tes up З from 1954 

Iucreased revenues for 1985 also reflect higher per capita vaest spending 
nncluduig price mereases) at the theme parks and resorts. m 1984, revenues 
were negatively affected by the Отут Games, yet were up slightly [rom 198 
due fo merectsed per сирна spending Uucludimg price mncreuses) offset soe 
what by lower attendance at Disneyland 

т 1995, imcreased labor and marketing costs contributed to рибен uper- 





ating costs over 1984 [i 1984, mecreased labor costs. depreciation amd 
property taxes contributed lo higher operating costs over 1983. For both periods 


operating efficiencies partially offset increased labor rates, 

Gross profit margins for food and merchandise continue a Jour year trend oj 
improvement. the overall 1985 margin for the segment improved over 1984 
“ие ty the operating efficiencies and heber attendance level noted abure 


results were reflected in significant 
admission increases prior to the 
busy summer season 

Memorial Day became Walt Dis- 
ney World's biggest event of the year 
as President Ronald Reagan and the 
First Lady attended a reprisal of his 
inaugural parade at Epcot Center. 
The parade had been canceled in 
January when snow and cold 
weather interrupted inaugural 
ceremonies in Washington. 

Along with 40,000 guests at 
World Showcase, the President and 
Mrs. Reagan applauded the per- 
formance of 2,500 musicians, repre- 
senting 20 high schools from 16 
states. The ceremony, topped off by 
fireworks and a flyover salute by Air 
Force jets, was the first inaugural 
event held outside the nation's capi- 
tal since 1789. when George Wash- 
ington was sworn in at New York's 
Federal Hall 


Epcot Center also presented a 
summer-long "Star-Spangled Salute 
to America" show, featuring 20 
dancing Rockettes from Radio City 
Music Hall, and WorldFest celebra- 
tions continued at each of the 10 
World Showcase countries. A 
weekend "Skyleidoscope" show, 
featuring dozens of unique floating 
and flying machines, made an 
autumn debut at World Show- 
case Lagoon 

Magic Kingdom's colorful pres- 
entations included the Happy Easter 
Parade, nationally televised by 
ABC, and the Main Street Electrical 
Parade, with floats outlined by 
hundreds of thousands of twinkling 
lights, returned as a nightly 
attraction. 
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Keeping pace with attendance 
demands, the resort opened 500 
more hotel rooms and villa accom- 
modations for overnight guests, 
planned additional monorail trains, 
and opened new dining facilities, 
including the elegant 250-seat 
Nine Dragons Restaurant in the 
China showcase. 

Meantime, dazzling new attrac- 
tions were readied for 1986, includ- 
ing The Living Seas pavilion in 
Epcot Center's Future World. 

Premiering in January as a 
United Technologies presentation, 
The Living Seas will be the largest 
man-made ocean environment. The 
170,000-square-foot pavilion will 
feature a 5.6-million-gallon tank of 
salt water, which surrounds a Carib- 
bean coral reef teeming with sea 
life. An underwater research base, 
two theaters and technological 
exhibits are among the attractions, 
along with a restaurant in which 
diners can look into the under- 
sea environment. 

In March, Disney guests can 
travel to the outer limits of space 
with the debut of “Captain E0,” a 
15-minute 3-D film featuring the 
dancing and singing talents of rock 
star Michael Jackson, who wrote 
original music for the space fantasy, 
"Captain E0” combines work of 
numerous great talents, including 
“Star Wars” filmmaker George 


Lucas as executive producer and 
Francis Ford Coppola as director 
Presented by Kodak, “Captain EO: 
will be shown exclusively at the 
Journey into Imagination pavilion 
at Future World and at a new To- 
morrowland theater at Disneyland 
Conceptual planning 1s under- 
way on what is to become Walt Dis- 
ney World's largest project since 
Epcot Center — the Disney-MGM 
Studio Tour As a third, separately 
gated themed complex, the project 
will offer unique entertainment ex- 
periences and also function as a 
working film studio. Production 
capabilities for live action and ani- 
mated features will initially equal 


Disney's Burbank studio operations, 


and support the company’s expand- 


ing motion picture and television 
schedule 

MGM is not a partner in the 
studio tour attraction, but Disney 
has licensed rights to the MGM-LA 
Entertainment Co. film library and 
name, and will use logos, film ex 
cerpts and other memorabilia as 
part of a ride-through adventure 
covering the history of Hollywood 
and the secrets of movie-making 

Construction will begin on a 
Norway exhibit at World Showcase 
and on Disney's Grand Floridian 
Hotel. The Norway showcase will 
reflect ancient Norse mythologies 
and cultures, including a Viking 
ship ride, with shopping and 
dining experiences set in a lath 
century village 
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The 900-room Grand Floridian 
will be styled after a Victorian-era 
resort, with elaborate woodwork, 
broad porches and ceiling fans. It 
will be located near the Polynesian 
Village and the Magic Kingdom 

Anticipating its busiest year in 
1986, Walt Disney World will expand 
promotional efforts through in- 
creased television, radio and print 
media advertising in markets east of 
the Mississippt. Television networks 
аге also expected to develop a series 
of programs on the park's new at- 
tractions and special events. 








Disneyland's 30th Anniversary 
Celebration, which rewarded guests 
with $12 million in prizes, became 
Disney's biggest and most successful 
event of 1985. An estimated 400,000 
gifts, including 400 new General 
Motors cars, went to lucky guests 
identified by the elaborate "Gift- 
Giver Extraordinaire" at the main 
gate of the theme park. Designed as 
both a marquee display and an ac- 
curate counting device, the Gift- 
Giver noisily signaled a winner with 
every 30th click of the turnstiles 


Complementing the beginning 
of its sweepstakes program on Janu- 
ary 1, Disneyland launched a busy 
schedule of events commemorating 
its birthdate 

Activities designed as news events 
included a portrait of children from 
around the world, dressed in their 
native costumes, in front of Sleeping 
Beauty Castle, a 30-day round- 
the-world tour by the Disneyland 
Ambassador; and Hollywood 
Bowl concerts. 

NBC-TV also helped create public 
awareness with a two-hour, prime- 
time special on the 30th Celebra- 
tion, filmed at the park. The pro- 
gram, co-hosted by John Forsythe 
and child star Drew Barrymore, 
aired on February 18 and was re- 
peated later in the year. 

As summer vacations began, 
Disneyland opened Videopolis, an 
outdoor teen dance club, which 
quickly became one of the park's 
most popular nighttime attractions. 
Designed and built in less than four 
months, Videopolis has a 5,000- 
square-foot dance floor and seating 
for 1,500 Entertainment is provided 
by live band and videotaped music 
shown on electronic monitors and 
projection screens surrounding 
the dancers. 


Celebrating its official birthday 
on July 17 with a non-stop, 24-hour 
party, Disneyland attracted more 
than 77,000 guests and worldwide 
media attention. Over a 48-hour pe- 
riod, an estimated 22 hours of tele- 
vision coverage and 114 hours of live 
radio transmission originated at the 
park. NBC-TVs Today program aired 
portions for two hours, and satellite 
uplink capabilities enabled ITV's 
"Good Morning, Britain" program 
to televise six hours of coverage 
from London. Herghtening nostal- 
gic memories for many original 
Disneyland fans was the Main Street 
Parade led by Christine Vess Graef 
and Michael Schwartner As young 
schoolchildren in 1955, they were 
warmly greeted by Walt Disney as 
the park's famous first visitors. 
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Another major milestone was 
reached on August 24th as 3- 
year-old Brooks Charles Arthur Burr, 
visiting with his parents from An- 
chorage, Alaska, became Disney- 
land's 250 millionth guest. His 
grand prize winnings included a 
Cadillac, a lifetime pass to all theme 
parks, 30,000 free PSA air miles, a 
week's expense-paid trip to Japan 
and 30 days of expense-paid stay at 
a Disneyland hotel or resort complex 

Expanding on its gift program in 
1986, Disneyland will offer prizes 


to every guest, with daily gifts to in- 
clude a new car, a watch and a 
roundtrip airline ticket to individ- 
uals selected at random 

Exciting new attractions in 1986 
include Michael Jackson's 3-D film, 
"Captain Eo,” opening in March at 
Tomorrowland. Filmmaker George 
Lucas's "Star Wars" ride, based 
on aircraft simulator technology. 
will begin creating vivid sensations 
of flight for guests at Tomorrowland 
in November 








Tokyo Disneyland celebrated its 
second anniversary on April 15. Dis- 
ney representatives included the 
Board of Directors, which met in 
Japan for the first time 

Additions to the Japanese park in 
1985 included "Magic Journeys,” the 
acclaimed 3-D film originally pro 
duced for Epcot Center's Journey 
into Imagination pavilion, and the 
Main Street Electrical Parade 

An original attraction scheduled 
in 1986 is the Cinderella Castle Mys- 
tery Tour, a guided walk-through 
event that features many of Disney's 
famous villains. 

Tokyo Disneyland welcomed its 
25 millionth guest in August. Dur- 
ing the same month, the park drew 
more than two million attendees, 
the highest monthly total in the his- 
tory of Disney theme parks 
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Walt Disnev Studios has com- 
pleted the first year of an ambitious 
plan. The goal is to become a full- 
service motion picture and televi- 
sion studio — an aggressive 
competitor in all markets of the 
entertainment industry. 

Phase one of that plan began 
with recruiting a new executive 
team. Led by Chairman Jeffrey 
Katzenberg and President Rich 
Frank, Walt Disney Studios has at- 
tracted more than 60 highly 
regarded executives to staff both new 
business as well as expanding exist- 
ing units. Their mandate: develop, 
make, market, and distribute a new 
stream of quality product at reason- 
able prices. 

Toward that end, it has been a 
productive year. New relationships 
have been built between Disney and 
the creative community. The studio 
now has under contract a range of 
experienced producers who are serv- 
ing as its scouts for strong ideas; tal- 
ented writers who are able to trans- 
late those ideas into scripts; gifted 
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гена $319,986) + 51% йч Нео $105.45 
Operatu т 33,642 + 1,396% iN 
Operating тати 11% 
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achieved profitability early m the second quarter of 1988 
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some leveling is expected by mid-1986, Worldwide revenues of 5101 million in 
1955 were 46% hı than 1984 Revenues of $69 million in 1984 were 55 
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Operating income and margins are improving as The Disney Channel be 
comes more profitable and the theatrical and television markets are expanded. 
Operating vicome m 1984 does not include Unusual Charges related lo motion 


von properties (as discussed on page 30) 











actors, actresses, and directors; and 
production teams who can channel 
that talent into film and network 
television product. 

In addition, Walt Disney Studios 
has moved to establish profitable 
new ancillary markets and to 
strengthen its U S. and foreign dis- 
tribution capabilities. 


In features, the eventual goal is 
to produce 12 to 15 films a vear by 
1987: three to five live-action family 
features, a full-length animated 
film, and eight to ten pictures under 
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ENTERTAINMENT 


the Touchstone label. In addition. 
the studio will continue to aggres- 
sively market its reissues from the 
Disney library. 

This past vear, six new features 
previously committed to production 
were released, together with reissues 
of animated classics. In initial 
domestic release, Disney's spring 
and summer offerings — “Baby 
Secret of the Lost Legend; "My Sci- 
ence Project; "Return to Oz! and 
the 25th animated feature, “The 
Black Cauldron” — could not es- 
cape the trend of low box-office 
results prevailing throughout the 
motion picture industry. 
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But “Pinocchio; Walt Disneys 
1940 animated classic, was a happy 
exception Re-released during the 
1984 Christmas season, “Pinocchio 
became the studio's most successful 
reissue as и set box-office records 
for one day and for one week, and 
grossed more than $24 million 

"Fantasia; the animated feature 
that combines classical music with 
perhaps the finest examples of 
Disney artistry, began а concen- 
trated reissue with an all-new digital 
sound track in 1985. Also re-released 
for the 1985 Christmas season was 
“101 Dalmatians? the popular 1961 
animated classic 

Animated reissues also per- 
formed extremely well overseas, 
contributing 56% of foreign theatri 
cal revenues. 

Among new live-action releases 
affecting 1986 results, “The Journey 
of Natty Gann” and “One Magic 
Christmas” are in the mainstream 
of Disney tradition. Both movies 
have earned exceptional praise as 
family motion pictures with broad 
contemporary appeal, and box 
office results have been respectable 

Entering limited domestic re- 
lease in September, "The Journey 
of Natty Gann” stars newcomer 
Meredith Salenger as a Depression- 
era teenager who makes a danger 
ous cross-country trip searching for 
her father, She is accompanied by a 
wolf and befriended by a young 
hobo, played by John Cusack. The 
film, directed by Jeremy Kagan, en- 
tered major theatrical markets early 
in the new year. 

“One Magic Christmas; starring 
Academy Award-winning actress 


Mary Steenburgen, captured not 
only the praise of critics but the 
immediate attention of movie- 
goers, earning almost $8 million in 
its first ten days An original movie 
in the same vein as "Miracle on 
34th Street” and "It's a Wonderful 
Life? the picture tells the story of a 
little girl's adventure in discovering 
Santa Claus. Miss Steenburgen plays 
the role of a disheartened mother 
who, along with her family, redis- 
covers the spirit and magic of 
Christmas. “One Magic Christmas,’ 
directed by Phillip Borsos, also stars 
Harry Dean Stanton as a Christmas 
angel named Gideon 

The new productions for 1986 
begin with the winter release of 
"Down and Out in Beverly Hills; à 
‘Touchstone production. The film 
stars Richard Dreyfuss and Bette 
Midler as a wealthy couple, and 
Nick Nolte as a down-on-his-luck 
drifter who upsets their comfortable 
lifestyle. "Down and Out in Beverly 
Hills" was directed and co-written by 
Paul Mazursky. 

Following in the spring is “Off 
Beat,’ another Touchstone produc- 
tion, starring Judge Reinhold and 
Meg Tilly Directed by Michael 
Dinner, "Off Beat" is a comedy that 
leads a meek library clerk into 
romance and danger as he imper- 
sonates a New York cop 

“Basil of Baker Street” is sched- 
uled for summer distribution as 
Disney's 26th animated feature. It is 
the story of a family of mice who 
live under Sherlock Holmes’ quar- 
ters in London. The new picture fol- 
lows the Easter season reissue of 
the classic animated feature, 
“Sleeping Beauty.” 


Films planned for production in 
1986 include 
= "The Color of Money,” starring 
Paul Newman as Fast Eddie Felton, 
a role he first played in “The Hus- 
tler” in 1961. Actor Tom Cruise plays 
the part of a young pool shark try- 
ing to make the big time Martin 
Scorsese directs. 
* “Ruthless People,’ an adult 
comedy about a rich man who re- 
fuses to pay ransom to the inept 
kidnappers of his wife Bette Midler, 
Danny DeVito and Judge Reinhold 
star, “Airplane” creators Zucker- 


Abrahams-Zucker direct 

* “Outrageous Fortune; a comedy 
about two women in love with, and 
pursuing across the country, the 
same two-timing man. Shelley Long 
will star, Arthur Hiller will direct 

a "Tough Guys, a comedy- 
adventure, is the story of two 
paroled convicts who find crime and 
the world have changed in the 35 
years since they were sent up for 
train robbery Tentatively cast as the 
tough guys are Burt Lancaster and 
Kirk Douglas. 











“Коп, an action film about a 
man who inadventently incurs the 
wrath of an entire town and is forced 
to use his native wit to survive 
= "Splash I” a sequel to Disney's 
1984 hit comedy-fantasy in which 
a businessman meets and falls in 
love with a mermaid. The new 
adventure picks up with Madison 
and Allen in the Mer-Kingdom, 
and follows them back to 
Manhattan. 
= "Big Business; a classic farce 
of mistaken identity in which two 
sets of identical girl twins are 
mismatched at birth — and find 
themselves at the same hotel 30 
years later. 

In addition, production is under 
way on "Oliver Twist; a full-length 
animated musical for 1987 in which 
cats and dogs take the roles of Dic- 
kens characters on New York's 
Lower East Side 


In concert with Disney's ex- 
panded motion picture production 
schedule, Buena Vista, the com- 
pany's distribution arm, has under- 
gone restructuring and expansion 
designed to establish a higher pro- 
file with theater exhibitors and 
the public. 

In the past, Buena Vista distrib- 
uted three to five live-action films 
per year, a new animated feature 
every four to five years, plus sea- 
sonal reissues of animated classics. 
This distribution system will now 
accommodate greater diversity 
and volume. 


In building 12 to 15 live-action 
feature productions per year. Disney 
will become a major supplier, com- 
peting with other major studios for 
the full spectrum of movie audi- 
ences. The studio will also acceler- 
ate production of animated features 
to a new film each 18 months and 
reissue the Disney animated classics 
on a five-year cycle, rather than 
every seven years as in the past 

Focusing on Disnev's expanded 
image as well as new approaches to 
the marketplace is Senior Vice Pres- 
ident of Distribution Richard J 
Cook, a young but seasoned Disney 
veteran, and Vice President and 
General Sales Manager Phil Barlow, 
formerly of Edwards and Sameric 
Theaters, who joined Disney after 24 
years as one of the country’s hest 
known film buyers 

Buena Vista International, the 
company’s foreign distribution or- 
ganization for both films and televi- 





sion, is also preparing to meet in 
creased release demands. 

Under President Harry Archinal, 
В\1 is a long-established leader in 
its field, recognized as a cost 
effective and efficient competitor 

For the first time, BVI focused on 
strengthening television distribu 
tion, making individual feature 
films from the Disney library avail- 
able to television networks around 
the world In the past, all films 
were incorporated in Disney 
anthology series 

More than 100 titles have been 
sold to Italys RAI Television and 
more than 30 films went to Channel 
7 in Australia. Arrangements for 
other significant sales were made in 
France, England, Japan, Holland, 
Switzerland and Belgium, with the 
expectation of accomplishing simi 
lar agreements in all major world 
markets 








Network 
Television 


A turning point for Walt Disney 
Studios during the past year was its 
return to network television. 

A network presence is crucial for 
the entire company Television acts 
asa marketing and creative catalyst 
for all our interrelated businesses: 
each business area is made stronger 
because television supports and is, 
in turn, supported by other Disney 
enterprises. 

After an absence of more than 
two years, Disney's comeback on all 
three networks includes the new hit 
situation comedy series of the sea- 
son; two critically acclaimed Satur- 
day morning animated series; in the 
new year, the return of Disney to its 
familiar place for generations of 
viewers on Sunday evening during 


Top Bea Arthur, Rue McClanahan, 
Est jetty and Betty White star as "The 
»olden Girls,” a hila new Disney hit 


appearing on NBC-TV aturday 


prime time. and a new series of net- 
work specials 

Even before it aired, “Golden 
Girls” was the preseason sensation, 
with critics predicting it would be 
the most innovative comedy of the 
year When it debuted in September, 
it also won the hearts of audiences 
Its premiere show won first place 
in the Nielsen ratings with the 
strongest opening of any new show 
in years. 

The NBC Saturday evening show 
stars Bea Arthur, Betty White, Rue 
McClanahan and Estelle Getty, 
veteran performers in the best 
ensemble-comedy tradition. Living 
together in Miami as an ad hoc fam- 
ily, they spend their golden years 
searching for happiness, smiling 
through misfortune, coping as 
single people and using humor to 
deal with the realities of growing 
older. 

Created by talented comedy writer 
Susan Harris, who has a track rec- 
ord of expanding the limits of televi- 


sion, and produced by Paul Junger 
Witt and Tony Thomas. the new 
show has received well-deserved 
praise from critics and loyalty from 
its audience 

Disney hasn't forgotten its young 
television audience For the first 
time, with two new animated shows, 
the company is now on Saturday 
morning television 

"The Adventures of the Gummi 
Bears" on NBC is a comedy about 
bears with magical powers in 
medieval times. Animation author- 
ity Charles Solomon hailed it as the 
best animation seen on Saturday 
morning in a decade 

"The Wuzzles" on CBS is the 
story of an uncharted island popu- 
lated by funny hybrid creatures such 
as Bumblelion, half-bee and half- 
lion, Eleroo, half-elephant and half- 
kangaroo, and Rinokey, half-rhino 
and half-monkey. The landscape of 
Wuz includes such flauna as the 
flant, a combination fly and plant 

Perhaps the most visible new 
Disney show will be the return of an 
anthology series to its traditional 
spot on Sunday evening. A successor 
to the sertes which spanned four 
decades, the new program marks an 
historic reunion for the studio and 
ABC. Walt Disney's original tele- 
vision program, “Disneyland,” was 
created for ABC in 1954. 

For nearly a year, Disney's new 
team of entertainment executives, 
together with many of Hollywood's 
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newest and brightest directors, writ- 
ers and producers, have been pre- 
paring for the debut of “The Disney 
Sunday Movie.” 

Representing one of the largest 
single commitments by a network to 
astudio, 23 one- and two-hour orig- 
inal movies have been ordered. They 
will have broad family appeal. In 
addition to re-establishing a Disney 
network presence, the series will 
provide a rich new source of re- 
plenishment to our current library 

Beyond the new regular pro- 
grams, we have another major 
commitment with NBC for a variety 
of eight prime time specials, re- 
cently launched with an airing of 
“Dumbo.” There will be holiday spe- 
cials using vintage Disney cartoons, 
brand-new animated specials with 
Mickey, Donald and the gang, musi- 
cal variety shows from our parks 
and other programs featuring the 
newest park attractions. 


Syndication 


In a further expansion of the 
company into all areas of television, 
a Domestic Television Division was 
formed during the year to begin the 
carefully considered process of open- 
ing Disney's vast theatrical-feature 
and television library for television 
syndication. 

Disney's entrance into syndica- 
tion is a milestone. It represents a 


totally new revenue stream for the 
company and a highly important 
facet of the full-service motion 
picture and television company 
we intend to become 

With the exception of "The 
Mickey Mouse Club,” Disney's im- 
mense library of 29 seasons of net 
work television programs, cartoons 
and live-action feature films has 
never before been released directly to 
the potentially lucrative television 
station market 

The Domestic Syndication 
groups first effort is the offering 
of two major packages from the 
studio's library Both will appeal to 
broadcasters and audiences because 
of their broad, family-oriented 
content. 

Marketing efforts began in 
October 1985, and within a month 





the first tier of its initial sales effort 
was completed. “Disney Magic-1” 
and "Wonderful World of Disnev" 
were sold to television stations repre- 
senting approximately 20 percent of 
the country. 


Representing magical creatures fron 
medieval times, Ihe six personab 

Gumm) Bears (above) Star ney 
highly acclaimed animated comedy sen 
lor children on Saturday morning NBC-TV 


Opposite two o! Wall Disney's greatest 
fil ‘Mary Poppins” (top) and the 
animated feature “Dumbo аге among 
pictures offered for syndicated telev 
programming beginning in fat! 1986 














"Disney Magic-l is an impres- 
sive collection of Disnev feature 
films. "Wonderful World of Disnev 
is an anthology of some of Disney's 
finest and most popular television 
programming, drawn from the 
prime time series which ran on each 
of the three television networks 
Both packages are being sold sepa- 
rately and will be available for 
broadcasting beginning in the fall 
of 1986 

The motion picture package of 
20 features includes such popular 
Disney releases as “Dumbo,” 
“20,000 Leagues Under the Sea,” 
“Splash,” "Never Cry Wolf” “The 
Absent-Minded Professor” and 
“Babes in Toyland.” Four made-for- 
television movies are also in the 
package, including “Zorro” and 
“The Undergrads,’ a Disney Chan- 
nel production starring Art Carney. 

The television program package 
will consist of 178 hours of ani- 
mated, live-action, frontier/adven- 
ture and true-life/nature films orig- 
inally presented as network shows 
From 1954 until 1983, “Wonderful 
World of Disney” was one of the 
most consistent and successful series 
in the history of prime time network 
television 

Senior Vice President Robert 
Jacquemin, one of the most re- 
spected sales and programming 
leaders in the industry, created and 
heads an organization of talented, 
seasoned executives that will 
capitalize on this extraordinary 
syndication opportunity 
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America’s fastest-growing pay- 
cable television service, The Disney 
Channel ended fiscal 1985 with 2.3 
million subscribers and anticipated 
growth to 2.5 million subscribers by 
year-end. Now carried by more than 
2,500 cable systems, the Channel 
also became profitable in January, 
only 20 months after it began opera: 
tions in April 1983. 

Under new President John Е 
Cooke, the Channel became an in- 
tegral part of Walt Disney Motion 
Pictures and Television and is now 
positioned to play a stronger role 
within Walt Disney Studios. 

An acknowledged leader in chil- 
dren's programming, the Channel is 
strengthening its 19-hours-per-day 
schedule with original productions, 
plus acquired series, specials and 
motion pictures having broad ap- 
peal for both children and adults 

From the Disney library, the 
Channel's Summer Animation Fes- 
tival included “Robin Hood,” “Alice 
in Wonderland” and “The Sword in 
the Stone.’ Other features presented 
included “Splash,” “Never Cry Wolf” 
and "Country" 

The newest Channel-produced 
feature, which premiered in 
November, is "The Blue Yonder” 
featuring Art Carney, Peter Coyote 
and Huckleberry Fox in a back-in- 
time drama about pioneering avi- 
ators. Other original films have in- 
cluded “Lots of Luck" with Annette 
Funicello, "The Undergrads” with 
Art Carney, "Love Leads the Way" 
with Timothy Bottoms, and "The 
Black Arrow adapted from Robert 
Louis Stevenson s adventure classic 

The Channel also introduced the 
popular new action-adventure 





series, "Danger Bay" The series is represents a strong part of the new 
about a marine veterinarian and his division, with an estimated 200 titles 


family who fly on daring rescue in distribution. A package of 21 


missions around the Pacific North- Home Video releases for the Christ- 


west coast. mas season — including "Mary 


The Channel's quality has been Poppins” “Dumbo,” “Robin Hood" 
widely recognized. It was nominated and other Disney favorites made up 


in nine categories for best cable а record shipment of one million 
television offerings in 1985 by the — cassettes. 
National Academy of Cable During the summer, Home 


Programming. Video's promotion of seven Disney 

cartoons in the Limited Gold Edi- 
[] tion II package scored well in the 
Mideo marketplace. An original Home 
Division 


The new Video Division was 
formed under Senior Vice President 
Bill Mechanic in response to ex- 
panding opportunities in the home 
videocassette and pay television 
markets. With its incomparable li- 
brary, Disney intends to play a prom- 
inent role in the future of pay televi- 
sion and home video — two bur- 
geoning industries. 

The new Video Division will dis- 
tribute entertainment program- 
ming worldwide. Products will 
include material from the Disney 
library as well as original 
programming. 

On the pay television side, the di- 
vision moved quickly to license fea- 
ture films after an absence of two 
years. Seven Touchstone and Buena 
Vista films, including "Country; 
“Never Cry Wolf,” “Splash” and 
"Tex" were sold to Showtime, HBO 
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Video production, "Too Smart for 
Strangers; featuring Winnie the 
Pooh with a subtle educational mes- 
sage on the dangers of child abuse, 
also generated profits. 

Walt Disney Studios Video Divi- 
sion also will he exploring further 
potential in the pav cable and satel 
lite antenna markets, as wel! as the 
prospects of pay-per-view pro- 
grammung for exclusive events, 
such as concerts, first-run motion 
pictures and other features 


and other cable outlets. N MAE Ae 


The new business organization 
anticipates tremendous growth in 
“in-home viewing,” signaled by 


booming sales of videocassette re- boye Growing ils markel share in the expa 


corders and prerecorded cassette Video unit distributed the popular Limited 
programming, as well as expanding Opposite The Disney Chane 
pay-cable and pay-per-view Peter Coyole, present 
ilahili Art Carney and Hucklet 
о a i - is the Channels forth 
Disney's Home Video unit, gain- Chrislopher Guard 
ing an increasing market share, the original “Treasure Island’ tale 
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The staying power that has made 
Mickey Mouse an American insti- 
tution for 57 years led the way to 
renewed vitality and business ex- 
pansion in our diverse consumer 
products operations. 

This year Mickey's move into up- 
scale, high-fashion clothing swept 
the country, following a European 
and American designer trend of 
blending pop culture with haute 
couture into witty, whimsical and 
wearable clothes. 

J. G Hook launched its “Mickey 
& Co" women's wear collection dur- 
ing the 1984 Christmas season, and 
more than tripled its early sales 
projections. This year, "Mickey & 
Co" expanded into men's and chil- 
dren's lines, now available in most 
department stores, including 
Macy's, Neiman Marcus, Saks Fifth 
Avenue and Bloomingdale's 





1985 


$122,572 
56,316 
46% 


Change 


+ 12% 
+ 5% 











Other U.S. apparel manufactur- 
ers capitalized on the tremendous 
success of cartoon couture, and 
Disney characters are gracing fash- 
ion knit tops and coordinates, 
bathing suits, sweaters, jackets, 
sweatshirts, infants wear, ankle 
socks and sequined T-shirts 

The magic of Mickey Mouse has 
carried over to other fashionable 
product lines. Gibson Greetings has 
launched a new line of adult Disney 
character greeting cards. The 
Applause Company has enjoyed sub- 
stantial growth through the success 
of Disney gift products. 





While Mickey reigns as the young 
adult favorite in apparel trends, a 
new generation of youngsters is 
being treated to new Disney 
characters on Saturday morning 
television — The Wuzzles and the 
Gummi Bears. 

The Wuzzles come from the land 
of Wuz, where characters are com- 
binations of two animals — such as 
Butterbear, half-butterfly, half-bear; 
Bumblelion, half-bumblebee, half- 
lion; and Eleroo, half-elephant, 
half-kangaroo 

The Wuzzles merchandise sales 
are aggressively led by Hasbro, 
whose well-designed line of plush 
toy and book combinations were 
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supported by significant television 
advertising. More than 50 other 
manufacturers produced Wuzzles 
merchandise, including Hallmark 
Cards (cards and gift wrap), Ran- 
dom House (books) and Dobie 
(children's apparel). 

With a similar strong array of 
licensees, the Gummi Bears mer- 
chandise program was planned for a 
limited introduction in late 1985 
with a full program to follow in 
early 1986. Fisher-Price, the 
strongest brand name in preschool 
toys, has designed an extensive line 
of plush and toys backed by a major 
advertising campaign. 

The six Gummi Bears, each with 
a carefully-defined personality, are 
Zummi, an amateur Merlin whose 
spells invariably backfire, Gruffi, the 
fearless, self-appointed leader: 
lummi, a kind-hearted gentle 
giant; Cubbi, a scrappy adventurer 
full of mischief, Grammi, who 
mixes the Gummiberry juice with 





the magic elixir that makes Gum- 
mies bounce, and Sunni, a pre- 
cocious teenager 

Retail Merchandising at Walt 
Disney World and Disneyland, a part 
of theme park operations, closed out 











the best year in its history, benefiting 
from expanded character merchan- 
dise exposure and Disneyland's 30th 
anniversary program. 

Publications released two new 
monthly magazines, WINNIE in 
France and a Chinese language ver- 
sion of MICKEY MOUSE in Hong 
Kong. Domestic sales of the Bantam 
supermarket FUN-TO-LEARN set 
reached 20 million books. A new 
coordinated publishing program 
was established to strengthen our 
business in Latin America, and new 
publishers are now broadening Dis- 
ney presence in Australia, England 
and Mexico. A record number of 
new Disney books were released in 
both European and U.S. markets 
during 1985 

New projects introduced during 
1985 included a second supermarket 
continuity set called FUN-TO-READ, 
a 26-volume direct mail set from 








Italy entitled DISNEY'S ADVEN- 
TURES IN NATURE, and a 30- 
volume direct mail set in the U.S. 
called DISNEY 5 RHYMING 
READERS. In addition, books, 
magazines and activity books based 
on the Gummi Bears and the Wuz- 
zles are being released. 
Maintaining its leadership in 
children's records and tapes, the 
Records and Music Publishing Divi- 
sion was awarded an RIAA certified 
platinum album (representing one 
million sale units), two gold albums 
(a half-million units) and four gold 
singles (one million sale units). 
"Mickey Mouse Disco" also became 
the first children's album to recetve 
the multi-platinum award, signify- 
ing more than two million sales. 
In France, Disney received both a 
gold album (100,000 units) and a 


gold single (200,000) for “Douchka,” 
a debut album by the new French 
pop singer. 

Popular new Disney products for 
young audiences included "The 
Disney Discovery Series," "The Black 
Cauldron” and “The Wuzzles.” As in 
the past. non-Disnev offerings made 
a significant contribution to overall 
revenues, with records and tapes 
related to Hallmark's hit property, 
"Rainbow Brite,” accounting for 1.9 
million sale units. Disney also dis- 
tributed “The Story of the Goonies,” 
from Steven Spielberg's movie, and 
“Voltron,” the popular toy property 

Expanded distribution of toys de- 


signed specifically for the market 
included a four-story gift box and 
a special product line for Fisher- 

Price Toys. 

Direct mail also took an impor- 
tant step towards product diversifica- 
tion and expansion by introducing a 
complete line of Disney merchan- 
dise in the new “Walt Disney Family 
Gift Catalog.” 

In 1986, Record Division prod- 
ucts included the new Disney ani- 
mated characters, Gummi Bears 
and Fluppy Dogs, and additional ti- 
tles in the “Disney Discovery Series” 

The Educational Media Com- 
рапу s domestic film and video sales 
increased by more than 10% in 
filmstrips and by 16% in multimedia 
kits. Releases in 1985 won 29 
national awards 

Educational Media produced 
films on the difficult subjects of 
teenage suicide and teen sexual 
abuse A filmstrip series included 
use of the characters in “Good Citi- 
zenship with Winnie the Pooh.” 

In association with Epcot Center 
participants, Educational Media has 
developed information on topics 
such as computer ethics, economic 
concepts and energy. The Epcot 
Teachers Center, designed to help 
educators explore the themes pre- 
sented in Future World, has at- 
tracted more than 60,000 teachers 
in two years. 





Expanded by Arvida Disney 
Corporation resources, the com- 
munity development segment 
made significant contributions to 
Disney's overall record revenues 
and profits in fiscal 1985. In 
addition, Arvida Disney forged new 
synergism among business units 
and developed strategies for the 
long-range development of Disney 
real estate values 

Major financial benefits were 
provided by the Florida-based Arvida 
Corporation, which achteved record 
sales and profits in its first full year 
as an Arvida Disney business entity. 
Arvida, one of the nation’s premier 
resort and community developers, 
has major resort and master- 
planned communities under way in 
three states. 

The Disney Development Com- 
pany, staffed by senior specialists 
from both Disney and Arvida, fo- 
cused new planning skills on Disney 
real estate developments, concen- 
trating primarily on Walt Disney 
World. 





The planners conducted site- 
location studies for planned addi- 
tions to Walt Disney World, includ- 
ing the 100-acre Disney- MGM 
Studio Tour complex, and several 
new hotel projects. Site-selection 
work also was contributed for the 
proposed European Disneyland 
project to be located in either France 
or Spain. 

Disney Development devoted 
major efforts to a master plan of fu- 
ture recreational, business and resi- 
dential developments at Walt Disney 
World, where only 4,000 of 28,000 
total acres are currently in use. 
Guided by Walt Disney's original 
concepts of a “community of tomor- 
row, the planning team also ex- 
plored ideas with a group of Ameri- 
саз best-known “futurists” — in- 
cluding urban developer James W. 


1985 Change 


$315,354 t 54% 


62.451 + 48% 
20% 


Rouse and “Megatrends” author 
John Naisbitt. 

The planners found unanimous 
support for Walt Disney's dream that 
the Florida resort should be devel- 
oped as a prototype community in 
which people can live, work and 
play. Specific developments proceed- 
ing by stages over the next quarter- 
century should incorporate Disney 
strengths in entertainment, crea- 
tiveness and communications. 

The Arvida Corporation, buoyed 
by a sound economy and increased 
demand from housing, expanded its 
planned community developments 
in Florida, Georgia and California. 

Arvida also introduced its largest 
multi-faceted residential, commer- 
cial and industrial development, the 


10,000-acre Weston community, 
located west of Fort Lauderdale. In a 
festive opening in May 1985 of the 
“new town" of the future, an esti- 
mated 40,000 visitors and home- 
buyers turned out to make Weston 
an instant hit. Arvida sold available 
models, along with an entire 
neighborhood of unbuilt homes and 
lots, during a single weekend. Wes- 
ton is expected to become a fully de- 
veloped town of 60,000 residents 
within 25 years. 

In Boca Raton, its corporate 
headquarters, Arvida completed the 
sale of equity memberships in golf, 
tennis and other recreational 
facilities to homeowners of the Boca 
West community, and began devel- 
opment of a new 1,000-acre resi- 
dential community. 

Arvida expanded its Florida 
commercial and industrial division, 
launching construction of major of- 
fice parks, hotels and specialty retail 
centers in key urban areas. Another 
business unit, Arvida Realty Sales, 
expanded brokerage activities to six 
cities. 

In Georgia, strong consumer 
demand for housing led to major 
expansion in each of Arvida's three 








planned communities in suburban 
Atlanta. It was Arvida’s best sales 
year in that area. 

And in California, Arvida con 
tinued development of its 5,000-acre 
Coto de Caza resort and residential 
property, commencing construction 
of a championship golf course 
designed by Robert Trent Jones, Jr. 
Future promotions of Coto de Caza's 
resort attractions, including the Vic 
Braden Tennis College, will include 
tie-in trips for visitors to nearby Dis- 
neyland 

In other Community Develop- 
ment activities, Arvida Disney 
Financial Services expanded its 
Miami-based operations by purchas- 
ing the Florida offices of a national 
mortgage company The new Arvida 
Mortgage Company is servicing 
$700 million in mortgages and pro- 
viding residential and income prop- 
erty financing for affiliated Disney 
groups and other builders. 





COMMUNITY 
DEVELOPMENT 








jos (емер 


Charles E. Cobb, Jr 


ши 





Operatiar 


Revenues and Earnings 


The Company recorded revenues in excess of $2 billion in 1985 for 
the first time in its history, representing a 22% increase from 1984. 
Revenues have increased during the last five years at a com- 
pounded annual growth rate of 19%. Net income also increased to a 
record high of $173.5 million in 1985, an increase of 77% from 
$97 8 million a year ago. Earnings per share increased to $5.15 
compared to $2.73 in 1984 


1985 Change 1084 Change 1983 
Мапе $2,015,429 + 22% 51.655 977 7 21307 
)peraling incor 418,796 + 44% 291 03 3 ; 
Nel income 173,491 +77% 97844 + 5% 03 160 
Per share $515 $2 73 a 


The record performance for the year was due to significant 
improvements in the theme park operations at both Disneyland 
and Walt Disney World and a dramatic turnaround in the filmed 
entertainment segment. Revenues and operating income also bene- 
fited by a full vear's contribution from the Arvida Disney commu- 
nity development group, acquired effective January 1, 1984. Operat- 
ing results and management's financial analysis of operations are 
discussed by business segment in the forepart of this report 

The operating profit margin was 21% in 1985, a significant 
improvement from 18% in 1984 and 17% in 1983. This trend is the 
direct result of management's continuing efforts to optimize reve- 
nues and to reduce costs. 

Net income for 1984 was impacted by unusual charges and the 


Revenues and Operating Income 


(In Millions of Dollars) Revenues 
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cumulative effect of a change in accounting to include previously 
deferred investment tax credits. Before the unusual charges and 
change in accounting, net income in 1984 was $107.8 million or 
$3.01 per share 


Corporate Expense 


1985 Change 


ministrative $49.874 – 16% $59; $35 564 
Percen 2% 4% 


Corporate general and administrative expenses decreased by 10% to 
approximately $50 million in 1985 principally due to nonrecurring 
expenses of almost $20 million in 1984 consisting primarily of costs 
associated with the Arvida acquisition, a terminated acquisition 
and changes in executive management. 


1985 Change 1984 Chan 19: 

Design projects 
abandoned $7387 + 5% $7,032 4^ 37.298 
Percent of revenue: 04% 0 49; 0b 


On a quarterly basis, management evaluates projects in the 
concept and design stages which have been in progress for varying, 
periods of time. Those which are determined to have no future use 
are abandoned and charged to expense. In addition, management 
allocates resources to research and development of new technologi- 
cal advances for theme park attractions, the costs of which are 
expensed currently as abandonments. 


Operating Income 
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Consolidated Statement of Income 


Year ended September 30 1985 1 
Кегениех 
Entertainment and recreation $1,257,517 $1,097,359 $1,051,202 
Filmed entertainment 319,986 244,552 165.458 
Community development 315,354 204,384 
Consumer products 122,572 109,682 110,697 
2,015,429 1,655,977 1.307, 457 
Costs and Expenses 
Entertainment and recreation 991,130 904,664 834,323 
Filmed entertainment 286,344 242,304 198,843 
Community development 252,903 162,158 
Consumer products 66,256 55,819 54815 
1,596,633 1,364,944 1,080,983 
Income (Loss) Before Corporate Expenses and 
Unusual Charges 
Entertainment and recreation 266,387 192,695 196,878 
Filmed entertainment 33.642 3,249 (33,385) 
Community development 62,451 42.226 
Consumer products 56,316 54.863 56,882 
418,796 291,033 220,375 
Corporate Expenses 
General and administrative 49 874 59.570 35,554 
Design projects abandoned 7,387 7,032 Ир 
Interest — net 51,644 41,738 14,066 
108,905 108,340 56,915 
Income Before Unusual Charges, Taxes 
on Income and Accounting Change 309,891 182,693 163,460 
Unusual charges 165,960 
Income Before Taxes on Income and 
Accounting Change 309,891 16,733 163,460 
Taxes оп income (benefit) 136,400 (5,000) 70,300 
Income Before Accounting Change 173,491 21,733 93,160 
Cumulative effect of change in accounting 
for investment tax credits 76,111 
Net Income $ 173,491 $ 97844 $ 93,160 
Earnings per Share 
Income before accounting change $5.15 $0.61 $2.70 
Cumulative effect of change in accounting 
for investment tax credits Ale 
$5.15 TA $2.70 
Average number of common and common | 
equivalent shares outstanding 33,712 35,849 34,481 
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1985 Change 84 
$51644 + 2496 $41 $14 0f 
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The Company incurred interest costs of $87 6 million in 1985 
resulting from indebtedness averaging $817 million, excluding 
horrowings from Silver Screen II. The average interest rate of these 
horrowings at September 30, 1985 was 9.0%. Of the 1985 interest 
cost, $31.6 million was capitalized to qualifying assets. Total inter- 
est costs incurred in 1984 and 1983 were $75.8 and $43.3 million, 
respectively, of which $32.1 and $25.4 million were capitalized. 

As interest costs fell during 1985, the Company fixed rates on 
$295 million of new borrowings. Interest rates were fixed on 55% of 
total borrowings at September 30, 1985 as compared to 29% at 
September 30, 1984. 


Unusual Charges 


As a result of management's assessment involving evaluation of 
certain Company assets and redefined corporate strategies, the 
Company recorded unusual charges of approximately $166 million 
in the fourth quarter of fiscal 1984. The charges included a $112 
million provision for write-downs to estimated net realizable values 
for motion picture and television product, $40 million for 
abandonment of certain projects in conceptual design and 
development and $14 million for estimated costs of other 
restructuring measures. 


Taxes on Income (Benefit) and Change in Accounting 


1985 1984 1983 
Taxes on income 
(benelit) $136,400 $15.01 $70,300 
Elfective income 
lax rale 44% (309 4390 


The difference between the U.S. federal income tax rate of 4696 and 
the Company's effective income tax rate is partly due to benefits 
received from investment tax credits. In 1984, the Company 
changed its accounting for investment tax credits from the deferral 
method to the flow-through method to conform to predominant 
industry practice. The change resulted in the realization of previ- 
ously deferred tax credits which increased net income by $76 mil- 
lion or $2.12 per share in 1984. The effective income tax rate in 
1984 before the unusual charges was 41% reflecting tax benefits 
realizable from the Arvida operations. 
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Total assets of $2.9 billion reflect a 16% compounded annual 
growth rate over the past five years. Assets by business segment 
were: 


1985 Change 1984 1983 
ECreat $2.087.539 $2 012.55 $2,018,787 
med entertainme 299,061 212.8 X 
mmunity develapmen 396,002 351 952 
ner І 15,337 17.458 в 
ile 99,346 144,609 144,826 
Tolal asse! 2.897.285 + 6% 2,739,443 1 2,381 195 


The increase in total assets during the past five years is герге- 
sented primarily by the investment in Epcot Center and Arvida real 
estate inventories. 


Liabilities and Stockholders Equity 


For 1985, borrowings decreased 10% to $773 million, before non- 
interest bearing loans from Silver Screen 11 (described below). 


1985 Change 1984 Change 1983 
Borrowings $823,051 5% $861 909 144 $352,575 
Percent of tatal 
assets 28% 31% 15 


The Company has a total of $1.15 billion available through 
lines of credit through 1988. All available lines of credit are for 
general corporate purposes. The Company has refinanced its 8.6% 
yen term loan to 7 396, with the $50 million outstanding at 


Total Assets, Stockholders Equity and Borrowings 
(In Millions of Dollars) 
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;onsolidated Balance Sheet 


Seplember 30 
{wets 
Cash 
Accounts and notes receivable 
Taxes on income refundable 
Merchandise inventories 
Film production costs 
Real estate inventories 
Entertainment attractions and property, at cost 
Attractions, buildings and equipment 
Accumulated depreciation 


Projects in progress 
Land 


Other assets 


Liabilities and Stockholders Equity 
Accounts payable, payroll and other accrued liabilities 
Taxes on income payable 
Borrowings 
Unearned deposits and advances 
Deferred taxes on income 
Commitments and contingencies 
Stockholders equity 
Preferred shares, no par 
Authorized — 5,000 shares, none issued 
Common shares, no par 
Authorized — 75,000 shares 
Issued and outstanding — 32,344 and 33,729 shares 
Retained earnings 





1985 


$ 38,730 
240,781 


84,780 
182,089 
220,826 


2,531,193 
(702,034) 
1,829,159 
144,207 
28,325 
2,001,691 
128,488 


$2,897,285 


$ 270,008 
59.026 
823.051 
171,909 
388,403 


255,698 
929,190 


1,184,888 
$2,897,285 


5 0 
172,302 
40,000) 
83467 
102,462 
229434 


3,413,985 
(600,156) 
1,813,829 
94,710 
28,80? 
1,937,346 
118,636 


32,739,443 


$ 239,992 
24,145 
861.909 
178,907 
379.005 


359.088 
795 497 
1,155,485 
$2,739,443 
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September 30, 1985 due in equal installments through 1995. The 
Companv also has converted certain Eurodollar and ECU notes 
totalling $112 million into yen obligations at lower interest rates 

The Company expects to receive as much as $170 million ($58 
million received by September 30, 1985) in non-interest bearing 
loans from Silver Screen II, an unrelated limited partnership which 
completed a public offering in 1985. The proceeds will be used to 
finance the production costs of the Company s theatrical films, 
subject to certain limitations, until the full amount of the funding 
has been utilized. 

The ratio of debt to total capitalization (stockholders equity plus 
borrowings) was 41% at September 30, 1985 compared to 43% and 
20% at September 30, 1984 and 1983, respectively. 





1985 Change 984 
quity $1184888 + 3% $1 4 $1 528 
$3663 + 7% $34 2€ 16 54 
assets 41% 42 


The net change in stockholders equity in 1985 has been affected 
by the Company's stock repurchase program, approved by the 
Board of Directors in November, 1984, under which the Company 
may purchase, from time to time, up to 3.5 million shares of its 
outstanding common stock. Through September 30, 1985, 1 6 mil- 
lion shares of common stock had been repurchased at an average 
price per share of $73.26. The decrease in stockholders equity in 
1984 is attributable to the repurchase of 4.2 million common 
shares from Reliance Insurance Company for $70.83 per share plus 
estimated out-of-pocket expenses incurred by Reliance relating to 
its proposed tender offer. 

Return on stockholders equity and total capital increased to 15% 
and 996, respectively, in 1985. A primary corporate goal is to in- 
crease capital productivity by improved asset management. 


Gash Frotided perci 


The Company's cash provided by operations is substantially greater 
than net income due primarily to large noncash charges to income 
such as depreciation and amortization. Cash provided by opera- 
tions increased by 28% to $531 million in 1985 and at a com- 
pounded annual growth rate of 26% over the last five years. 


1985 Change 


$531,302 + 28% 


Cash provided by operations was used to cover investing and 
capital requirements of $500 million and to reduce borrowings by 
$31 million 


Investing Activities 


While the level of spending may be less than in previous years, the 
Company continues to invest in the future through its capital im- 
provements program. Investment in the Seas Pavilion at Epcot 
Center, scheduled to open in January, 1986, represented the most 
significant expenditure in entertainment attractions for 1985. 

The Company's new management is in the midst of a three-year 
program to significantly increase its film production levels. Almost 


Principal Sources and Uses of Cash 
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Year ended September 30 


Cush provided by operations before taxes on income 
Taxes received on income, net 


Cash provided by operations 


Investing activities 
Entertainment attractions and property, net 
Film production and programming costs 
Funding of retirement plans 
Other 


Capital transactions 
Cash dividends 
Repurchase of common stock 
Exercise of stock options 
Common stock offering 


Financing activities 
Borrowings 
Reduction of borrowings 
Other 


Increase in cash 
Cash, beginning of year 


Cash, end of year 


1985 


$ 463,423 
67,879 


531,302 


184,870 
149,945 


20.713 
355,528 


39,798 
114,360 
(10,070) 


144,088 


341,951 
(373,098) 
2,845 


(28,302) 


3,384 
35,346 


$ 38,730 


$ 364,024 
30,012 


414,036 


193.132 
127,595 
34,338 
S541 


354.617 


40,941 
327.679 
(3.918) 


304,702 


431.119 
(126,593) 
14,809 


309,335 


4.052 
31,294 


$ 35,346 
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$ 305,304 
26.957 


337 350 


348.788 
83.780 
26,019 

143,507 


41,100 


(6,441) 
(70,583) 


(36,224) 


137,500 
(99,925) 
36,755 
74,330 
3,403 
13,652 


$ 18,055 


* The difference between income before taxes on income and accounting change as shown on the Consolidated Statement of Income and cash 


provided by operations before taxes on income is explained as follows: 


Income before taxes on income and accounting change 


Charges to income not requiring cash outlays: 
Depreciation 


Amortization of film production and programming costs 


Unusual charges 
Other 
Changes in: 
Accounts and notes receivable 
Merchandise inventories 
Real estate inventories 


Accounts payable, payroll and other accrued liabilities 


Other 


Cash provided by operations before taxes on income 


$ 309,891 


112,830 
69,209 


16,010 


(68,019) 
(1,313) 
8,598 
29,143 
(12,920) 
153,532 

$ 463,423 


$ 16733 


106,607 
54.134 
152,760 
13,860 


(15,507) 
(2,774) 
6,465 
30.925 
821 
347,291 

$ 364.024 


$ 163,460 


90,184 
65,575 


15,526 


(25,863) 
(11,228) 


13,294 
(2,579) 
144,909 

$ 308,569 
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$150 million has been invested in theatrical and television produc- 
tion and The Disney Channel programming in 1985. Such levels of 
expenditures are expected to increase as new properties are made 
ready for production 


1985 Change 


$184870 + 2% 


149,945 + 17% 


The Company currently anticipates that expenditures during 
fiscal 1986 will approximate $180 million for entertainment attrac- 
tions and other property, and $215 million for film production 
and programming. 

Management reviews the Company's capital program at least 
quarterly and revises the anticipated capital additions for the fiscal 
year as appropriate. The Company plans to finance future theme 
park attractions and other development projects with joint 
venture partners whenever possible, thereby reducing future net 
capital expenditures. 


Capital Tiansachions 


The Company's dividend rate continued at $1 20 per share in 1985 
while cash flow was reinvested in growth businesses. The Company 
will continue this investment strategy to finance expected profit 
growth through the 1980's. If management is successful, stock- 
holders should continue to profit through stock appreciation taxed 
at advantageous capital gain rates, rather than through higher 
dividends taxed at ordinary rates 


1885 Change 1984 пое 1983 

Cash divi $39,798 = hr) $40 94 $41.100 
ol nel а 23% 4 44 
Per share $120 $120 $1: 


The Company's stock price has grown at a compounded annual 
rate of 1696 over the past five years and the total market value of the 
Company's stock at September 30, 1985 was $2.7 billion. The range 
of the Company's stock prices by quarter for 1985 and 1984 was. 


1985 984 
Quarter end High Low Hig gw 
сет! 61-1/8 53-5/8 64 47-14 
March 81-1/8 59-1/4 68 48-3/8 
June 85 74-3/8 bB- 1/2 46-1 4 
eplember 93-7/8 1-7/8 64-1/2 15-114 


The repurchase of common stock is discussed in conjunction 
with stockholders equity on page 32. 





Financing Аси шех 


In October, 1984, the Company received the proceeds from the $150 
million Eurodollar notes at 12.5095 authorized for issuance in fis- 
cal 1984. The notes will mature on October 1, 198? and are not 
redeemable prior to maturity The Company issued in July, 1985, 
80 million ECU notes at 9.125% concurrently with a forward ex 
change agreement for approximately 15 billion yen, or $62 mil- 
lion, at 6.565%. Maturities of these borrowings do not commence 
until 1990. In addition, the Company refinanced its 12 billion yen 
term loan, or $50 million, extending the maturity through 1995 
and lowering the interest rate to 7.30%. Borrowings of $58 mil- 
lion from Silver Screen П are non-interest bearing and are due in 
varying amounts over a period not exceeding fifteen years. The 
Company also entered into a $36 million borrowing with a finan- 
cial institution to be repaid over a twelve year period at an effec- 
tive interest rate of 9.32%. The balance of the new borrowings 
resulted from increases in commercial paper issuances 

The Company has hedged borrowings involving Japanese yen by 
designating the royalty revenues from Tokyo Disneyland and other 
Japanese royalty sources to service interest and principal payments 
for such indebtedness, thus offsetting the effects of fluctuations in 
the exchange rate 


Inflation and Changing Prices 


There is no universally accepted method for measuring the effect of 
inflation in financial statements. The primary financial statements 
traditionally reflect the historic cost rather than the current cost of 
assets required to maintain an enterprise's productive capability 

When the historical cost financial information is adjusted for 
changes that have occurred in the general purchasing power of the 
dollar (measured by the Consumer Price Index), net income is 
often significantly reduced from net income reported in the pri- 
mary financial statements due to additional theoretical deprecia- 
tion. The Company believes that cash provided by operations ad- 
justed for changing prices provides a more meaningful insight into 
the impact of inflation because it excludes noncash charges such as 
depreciation. Over the last five years, cash provided by operations 
has increased at a compounded annual growth rate of 2095 when 
expressed in average 1985 dollars. This real growth compares fa- 
vorably with the compounded annual growth rate of 2696 as re- 
flected in the primary financial statements. 

Elsewhere in this report, the Company discusses its continuing 
program of investing in the future through its capital improve- 
ments program, which is intended to maintain and/ or increase its 
productive capability When adjusted for the effects of changing 
prices, the Company has invested approximately $2.3 billion in 
productive assets over the last five years compared to approximately 
$2 1 billion as reflected in the primary financial statements. 


Presentation of the Financial Information 


Management's explanation and interpretation of the Company's 
overall operating results and financial position, together with the 
basic financial statements, as presented in this section, should be 
read in conjunction with the entire report. For readers desiring 
additional detailed financial information, the notes to consolidated 
financial statements, although an integral part of the basic finan- 
cial statements, are included in a separate section of this report (see 
Index on page 36). 

Management is responsible for the preparation of the Com- 
pany's consolidated financial statements and related information 
appearing in this annual report. Management believes that the 
consolidated financial statements fairly reflect the form and sub- 
stance of transactions and that the financial statements reasonably 
present the Company's financial position and results of operations 
in conformity with generally accepted accounting principles. Man- 
agement has also included in the Company's financial statements 
amounts that are based on estimates and judgments which it be- 
lieves are reasonable under the circumstances 


PRODUCTIONS 


The independent accountants examine the Company's consoli- 
dated financial statements in accordance with generally accepted 
auditing standards and provide an objective, independent review of 
the fairness of reported operating results and financial position. 
The independent accountants’ report is set forth on page 36 

The Board of Directors of the Company has an Audit Review 
Committee composed of four nonmanagement Directors, The 
Committee meets periodically with financial management, the 
internal auditors and the independent accountants to review ac- 
counting, control, auditing and financial reporting matters 


Moch Transfer Agent 
Walt Disney Productions 


Registrar 
Walt Disney Productions 


Stock Exchanges 

The Common Stock of the Company is listed for trading on the New 
York (principal market), Pacific, Swiss and Tokyo Stock Exchanges. 
Certain debt securities of the Company are listed on The Stock 
Exchange in London and the Luxembourg Stock Exchange 


Independent Accountants 
Price Waterhouse, Los Angeles 


Other Information 

A copy of the Company's annual report to the Securities and Exchange 
Commission (Form 10-K) will be furnished without charge to any 
stockholder upon written request to Shareholder Services, Walt Dis- 
ney productions, PO. Box 10099, Burbank, California 91510-0099 


Walt Disney Productions makes available to its stockholders a Divi- 
dend Reinvestment Plan. Those wishing a pamphlet about the plan 
should write to Shareholder Services, Walt Disney Productions, PO 
Box 10099, Burbank. California 91510-0099 
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The consolidated financial statements of Walt Disney Productions 
and Subsidiaries have been included on the following pages of this 
Annual Report 

Pages 


Consolidated ат heel 


Additional information, although not a required part of the basic 

financial statements, may be read in conjunction with the finan- 

cial statements and appears in the following supplemental section 

of this Annual Report: 

supplementary Information Regarding 
lnflation and Changing Prices 

Quarterly Financial Summary 

selected Financial Data 

Revenues by Business Segment 17 





To the Board of Directors and Stockholders 
of Walt Disney Productions 


In our opinion, the consolidated financial statements listed in the 
index and appearing on pages 29, 31, 33 and 37 through 43, 
present fairly the financial position of Walt Disney Productions and 
its subsidiaries at September 30, 1985 and 1984, and the results of 
their operations and the changes in their financial position for 
each of the three years in the period ended September 30, 1985, in 
conformity with generally accepted accounting principles consist- 
ently applied during the period subsequent to the change, with 
which we concur, in the method of accounting for investment tax 
credits made as of October 1, 1983 as described in Note 12 to the 
consolidated financial statements. Our examinations of these 
statements were made in accordance with generally accepted audit- 
ing standards and accordingly included such tests of the account- 
ing records and such other auditing procedures as we considered 
necessary in the circumstances. 


oe (ат 99773 
Los Angeles, California 
November 18, 1985 
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Description of the Business and Summary 
f Significant Accounting Policies 





WALT DISNEY PRODUCTIONS and its subsidiaries (the Company) 
is а diversified international company engaged in family enter- 
tainment and community development with operations in four 
business segments; financial information regarding business seg- 
ments appears on the Consolidated Statement of Income and in 
Note 9. 


ENTERTAINMENT AND RECREATION 

The Company operates the Disneyland theme park in California 
and the Walt Disney World destination resort in Florida. In addition 
to the Magic Kingdom and Epcot Center theme parks, the Walt 
Disney World complex includes three hotels, camping, golfing and 
other recreational facilities, a shopping village, a conference center 
and other lodging accommodations. The Company receives royal- 
ties on revenues generated by the Tokyo Disneyland theme park in 
Tokyo, Japan, which is owned and operated by an unrelated 
Japanese corporation. 


FILMED ENTERTAINMENT 

The Company produces and acquires live action and animated 
motion pictures for the theatrical, television and home video mar- 
kets. The Company distributes its filmed product through its own 
distribution and marketing companies in the United States and 
through foreign subsidiaries in certain countries and other distri- 
bution companies throughout the rest of the world. The Company 
provides programming for, and operates, The Disney Channel, a 
pay television programming service. 


COMMUNITY DEVELOPMENT 

The Company develops comprehensively planned resort and pri- 
mary home communities. The Company also develops commercial 
and industrial properties within or near many of its planned com- 
munities and provides general real estate brokerage, financing and 
resort and property management services. These activities are con- 
ducted through the Arvida Disney subsidiaries of the Company 
(Note 10). 


CONSUMER PRODUCTS 

The Company licenses the name Walt Disney, its characters, its 
literary properties and its songs and music to various manufactur- 
ers, retailers, printers and publishers. The Company also produces 
and distributes phonograph records and 16mm prints of product 
developed on educational subjects. These activities are conducted 
through the character merchandising and publications, records 
and music publishing, and educational media divisions and suh- 
sidianes of the Company. 


The following summary of the Company's significant account- 
ing policies is presented as an integral part of the consolidated 
financial statements 


Principles of Consolidation 


The consolidated financial statements include the accounts of 
the Company and its domestic and foreign subsidiaries, all 
wholly owned. 


Revenue Recognition 


Generally, revenues are recorded when the earnings process is sub- 
stantially complete and goods have been delivered or services per- 
formed. Revenues from participant/ sponsors at the theme parks are 
recorded over the period of the applicable agreements commencing 
with the opening of the attraction. 

Revenues from the theatrical distribution of motion pictures are 
recognized when motion pictures are exhibited domestically and 
when revenues are reported from foreign distributors, revenues 
from television licensing agreements are recorded when the film is 
available for telecasting by the licensee and when certain other 
conditions are met. 

Profit is recognized in full on sales of real estate when collecti- 
bility of the sales price is reasonably assured and the earnings 
process is virtually complete; if the sale does not meet requirements 
for revenue recognition, profit is deferred until such requirements 
are met. Profit is recognized on residential unit sales at the time 
of closing. 


Merchandise Inventories 


Costs of merchandise, materials and supplies inventories are gen- 
erally determined on the moving average basis and the retail 
method and are stated at the lower of cost or market 
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Costs of completed theatrical and commercial television film pro- 
ductions (negative costs), together with applicable capitalized 
exploitation costs, are amortized by charges to income in the pro- 
portion that gross revenues recognized by the Company during the 
year for each production bears to its estimated total gross revenues 
to be received. Estimates of total gross revenues are reviewed peri- 
odically and amortization is adjusted accordingly. If the total of 
unamortized negative cost and estimated expenses exceeds the es- 
timated total gross revenues to be received by the Company, the 
carrying value of the film is adjusted to expected net realizable 
value. Programming costs for The Disney Channel are amortized 
on a straight-line basis over the estimated useful lives of 

the programs. 


Heal Estate Inventories 


Real estate inventories are carried at cost not to exceed estimates of 
net realizable value determined on an individual project basis. 
Land and land development is apportioned among the projects on 
the basis of sales value. Marketing and other capitalized predevel- 
opment costs relating to residential and commercial projects are 
charged to cost of real estate sales as related units are closed. 


Entertainment Attractions and Other Property 


The Company, at any one point in time, will have a number of 
projects in the concept, design, or construction phases related to 
entertainment and recreation attractions, buildings and equip- 
ment. All projects in progress are evaluated on a continuing basis 
and, upon completion, costs of major replacements and improve- 
ments are capitalized. If it is determined that a project in progress 
has no future use, the costs of such project are charged to income 
under the caption “Design Projects Abandoned” 

Depreciation is provided principally on the straight line method 
using estimated service lives ranging from three to fifty years. 


Other Assels 


Deferred preopening and start-up costs relating to Epcot Center and 
The Disney Channel are being amortized over five years. Rights to 
the name, likeness, and portrait of Walt Disney are being amortized 
over forty years. 


3. Borrowings 





Taxes are provided on all revenue and expense items included in 
the Consolidated Statement of Income, regardless of the period in 
which such items are recognized for income tax purposes, except 
for items representing a permanent difference between pretax ac- 
counting income and taxable income. In fiscal 1984, the method of 
accounting for investment tax credits was changed from the defer- 
ral method, which amortizes the credits over the estimated useful 
lives of the related assets, to the flow-through method, which re- 
duces the provision for taxes on income in the year the related 
assets are placed into service (Note 12). 


2 Film Production Costs 


Theatrical and television film production and programming costs 
consist of the following 


1985 в: 
$ 94785 $ 66 74 
3,052 | 
_ 84282 
$182,089 $102.46 


Based on management's total gross revenue estimates as of Sep- 
tember 30, 1985, approximately 85% of unamortized film costs 
applicable to released theatrical and television films and programs 
will be amortized during the next three years. Television pro- 
gramming included in film production costs total $75 3 and $51.3 
million at September 30, 1985 and 1984, respectively, 





Borrowings consist of the following. 


1985 1984 


$347,600 $ 
н 26,500 





| 150,000 
valle Т | 75,000 


62,420 
50,000 


33.014 


28.473 
773,007 861 909 


W led p [ lof 


50.044 
$823,051 $861,909 











evolving Lines of Credit and Commercial Paper 


Ihe Company has available through 1988 unsecured revolving 
lines of bank credit of up to $1.15 billion for general corporate 
purposes. The Company has the option to borrow at various interest 
rates not to exceed the bank’s prime rate. In 1988, any amounts 
outstanding may be converted into term loans at rates not to exceed 
1/4 of 1% above the prime rate. The Company is required to meet 
certain financial covenants, including net worth, leverage, and 
interest coverage requirements. The lines are available in part to 
support commercial paper borrowings and intermediate notes As 
of September 30, 1985, the Company had $27 million outstanding 
under the lines, with interest at 9. 19%, and had issued $348 million 
of commercial paper used for current operations with interest at 
794%. As of September 30, 1984, interest rates associated with 
outstanding borrowings of $408 million under the lines and 
commercial paper of $200 million were 12.40% and 

11.38%, respectively. 


Term Loans 


During 1985, the Company refinanced its Japanese yen term loan, 
lowering the interest rate from 8.60% to 7.30% and extending it 
through 1995. In addition, the Company issued 9.125% ECU (Euro- 
pean Currency Unit) notes due March 29, 1995 for ECU 80 million, 
or $62.4 million. Concurrent with the completion of this offering, 
the Company entered into a forward exchange agreement with a 
financial institution which effectively converts the ECU notes into 
Japanese yen equivalents. The resulting 6.565% yen borrowing is 
due March 29, 1995 and payable in semi-annual installments 
commencing March 29, 1990. The Company previously had en- 
tered into another forward exchange agreement which effectively 
converted $50 million of the $75 million 12.50% Eurodollar notes 
into yen equivalents, This 7.40% yen borrowing is due March 14, 
1989 with interest payable annually. The Company has hedged all 
yen borrowings by designating its cumulative yen royalty receipts 
from Tokyo Disneyland and other Japanese royalty sources to serv- 
ice principal and interest yen payments, thus offsetting the impact 
of exchange rate fluctuations. 

Term loans and notes payable, excluding Eurodollar notes, 
mature as follows: $20,900- 1986; $7,600- 1987; $7,800-1988; 
$18,900-1989; $8,100- 1990; and $110,600 thereafter. 


Borrowin yp) yy 
ЗОРО НО IH инпка 


In April, 1985, the Company entered into certain loan, joint venture 
and distribution agreements with Silver Screen Partners Il. ап un- 
related limited partnership (Silver Screen 11), which completed a 
public offering in fiscal 1985. It is contemplated that approximately 
$170 million in net proceeds will be provided through non-interest 
bearing loans to the Company to finance the cost of the Company's 
theatrical films, subject to certain limitations, until the full 
amount of the funding has been utilized. Of the $58 million re- 
ceived by September 30, 1985, approximately $22 million relates to 
the partial financing of four films already produced. 

The film distribution agreements provide for the allocation of 
film revenues between the Company and Silver Screen И. If film 
revenues received by Silver Screen Il are not sufficient to repay the 
amounts loaned, the Company is obligated to make certain 
shortfall payments, under specified conditions, on the fifth or fif- 
teenth anniversary of the film’s theatrical release. 


Capitalization of Interest 


The Company capitalizes interest costs on assets constructed for its 
theme parks and real estate developments, and on theatrical and 
television productions in process. In 1985, the Company capitalized 
$31.6 million of $87.6 million total interest costs incurred. In 1984 
and 1983, $32.1 and $25.4 million, respectively, of total interest 
costs of $75.8 and $43.3 million were capitalized. 


4 Taxes on Income 





Income (loss) before taxes on income consists of the following: 


1985 198 
9 xp $286,182 544 

23,709 "LE 
$309891 5 1673) 5103.4 








ncome betae taxes or 


The provision (benefit) for taxes on income consists of 
the following: 





1985 
Payable {ret ble 
edera $ 5,053 
Stat 5,957 
Foreigr 
Foreigr E 8,425 
Othe 7,567 J 
27.002 
Delered 
Federa 98 031 
Stzle 11,367 
Investment credits amortized З 0 
109,398 342 


Prov henel là me 136,400 à (5.000) 
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The components of deferred taxes on income included in the provi- 
sion (benefit) for taxes on income are as follows: 





1985 1984 1983 

Excess O! lax over book depreciation 

and amurtizatio $ 76.337 5 73810 5 89193 

lallment sales on land 11,443 3.381 
Uiflerence between invesImen! credits claimed tor tax 

purposes and amortizalion under delerra: method 

or l'nancial reporting purposes (Мое 12) 17,000 
Inleresl capitalized lor financial reporting purposes 8,358 13.230 12.700 
Dilterence between Epco! Center participant tees ir 

cluded in income for tax purposes and delerred 

lor financial reporling purpose: (2,537) (2.820) (5.584 
Diflerence between unusual charges included in ex- 

penses lor linancial reporting purposes and deler. 

red lor income tax purposes (Note 11) 6,501 (45,170) 
Other 9,296 (9.159) 7.040 
Provision tor deferred taxes оп income $109,308 $ 33272 5120.349 


The difference between the U.S. federal income tax rate and the 
Company's effective income tax (benefit) rate is explained below: 


1985 1984 1983 

Federal income lax rale 46 0% 46 0% 46 0% 
Slale income laxes, nel ol federal income tax benefit 30 39 29 
Reduction in taxes resulling от investment tax 

credits (Nole 12) (34) (53 8] (6 1) 
Dillerence in carrying values ol certain Arvida assels 

and liabilities for fax and linancral reporting pur- 

poses (Nole 10) (23) (44 0) 
Nondeductib'e acquisition and other costs 112 
Amortizalion а! Wall Disney name rights 1 26 3 
Other 6 41 (9 
Elleclive income tax benefit] rale 440% (30 0%) 430% 





3. Pension Programs qn thousands) 





The Company contributes to various tax-qualified pension plans 

under union and industry-wide agreements. Contributions 

are based upon the hours worked or gross wages paid to | 

covered employees. : 
The Company also maintains tax-qualified pension plans cover- 

ing most of its domestic salaried and hourly employees not covered | 

by union or industry-wide pension plans, and a non-qualified, 

unfunded key employee retirement plan. The Company generally 

makes contributions to the plans equal to amounts accrued. Pen- 

sion expense amounts meet or exceed the minimum required 

under the Employee Retirement Income Security Act of 1974 
All of the pension plans maintained by the Company, except for 

the restated key employee retirement plan, are funded by Company 

contributions and, where applicable, by employee contributions to 

trusts administered by banks. A comparison of the accumulated 

plan benefits for these pension plans with net assets available for 

benefits as of the dates of the latest available actuarial valuations 

is as follows 


— 


1985 1984 
Vested $71,800 $60, /00 
Non-vested 11,800 11,000 
Acluarial present value ol accumulated plan benefits $83,600 $71.700 
Nel assels available lor benelits $84 700 $73 100 


The 1985 actuarial present value of accumulated plan benefits 
was calculated based upon actuarial interest rate assumptions 
ranging from 8.8% to 12%. 

The aggregate amounts expensed for all of these plans were 
$14,700, $11,100 and $9,600 for fiscal years 1985, 1984 and 1983, 
respectively, and includes current service costs and amortization of 
unfunded prior service costs over 10 years. The increase in pension 
expense in fiscal year 1985 resulted primarily from an enhance- 
ment of certain benefits arising from a restructuring of the Com- 
pany's pension program for salaried employees in May, 1984. 





aud Ownerspy 


ck Optio, 


b Option Plan 


nder the 1973 and 1980 Stock Option Plans, the 1981 Incentive 

Plan and the 1984 Stock Incentive Plan, the Company grants stock 
options to key executive, management and creative personnel at 
prices equal to market price at the date of grant. The options and 
prices set forth below have been adjusted, where applicable, for all 
subsequent stock splits and stock dividends 

Transactions under the various Plans during fiscal year 1985 
were as follows 





| 34,48 48 
46.04 44 
2024,4 124,4 
76.248 
з 
985 bd Е. 
45.238 274,616 


Options аге exercisable beginning not less than one year after 
date of grant. All options expire ten years after the date of grant. At 
September 30, 1985, options on 584,926 shares granted under the 
various plans were exercisable at $37.69 to $64.31 per share 

The plans permit the granting of stock appreciation rights 
(SAR's) in connection with any option granted under the plans. In 
lieu of exercising a stock option, SAR holders are entitled, upon 
exercise of an SAR, to receive cash or common shares or a combi- 
nation thereof in an amount equal to the excess of the fair market 
value of such shares on the date of exercise over the option price. As 
of September 30, 1985, SAR's were outstanding with respect to 
96,634 shares subject to options under various plans. These SAR's 
were granted to a limited number of key employees. Income and 
overhead accounts were charged with $3,112 during fiscal year 
1985 (credited with $905 — 1984 and charged with $3,460— 1983) 
with respect to SAR's. 


Mock Ownership Plans 


The Company has a Payroll Based Employee Stock Ownership Plan 
(PAYSOP) effective January 1, 1983 for all regular employees, as 
defined, with three years of service. Under the Plan's provisions, the 
Company claims an additional 1/2 of 1% of compensation of 
covered participants as an income tax credit and pays such an 
amount to a trust which then purchases shares of the Company's 
common stock in the open market for the employees’ benefit. Re- 
lating to fiscal 1984 and 1983, $1,586 and $1,144, respectively has 
been used to purchase 22,789 and 21,400 shares of common stock. 


9 144 $255.09 5929 


(i) On June 11, 1984, the Company repurchased 4 2 ти Пап shares of the Company's comman 
slack fram Reliance Insurance Company at an aggregate cost, including related expenses, a! 
$3277 million. On a pra lorma basis, if he 4 2 million shares had been repurchased at the 
beginning of 1984, the effect would have been lo reduce ne! income $14 million ($ 43 per share) 
for 1984 on lower average number ol shares outstanding ol 33 million In addition dividends 
would have been reduced by $2 5 million 

(1) Under a program to repurchase up to 3 5 million shares authorized by Ihe Board of Directors in 
November, 1984, the Company has repurchased 1 6 million shares of common stock at prevailing 
Markel prices during liscal year 1985 
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5 Геки of Certain Balance Sheel Accounts 

















Accounts and Notes Recewable 1985 1984 
ade. nel ol allowances $160,781 $120,168 
Noles and mortgag 80.000 52,594 
$240,781 SUE 
Real Estate inventories 1985 1984 
Completed $ 39,733 $ 18,943 
In progie 132,040 154,192 
Land 49,053 58.289 
$220,826 $229,424 
Other Assets 1985 1984 
Wall Disney name rights, net of amortization $ 34,325 $ 35270 
Invesiments in jain! ventures, principally on the 
equity method 28,093 20,801 
Epcol Center and The Disney Спаппе! preopening and 
fatl-up costs, пе! ol amorlizalion 17,007 24.948 
Prepaid expense 26,874 23791 
Olher 22,089 13,826 
$128,388 5118.636 
лесонтих Payable, Payroll and Other 
Accrued Liabilities 1985 е 
Accounts payahle $147,259 $128,325 
Payroll and employee benefits 96,334 83846 
Properly, payroll and olher faxes 16,565 17,703 
Cash dividends payable 9,850 10.118 
$270,008 $239,992 
Unearned Deposits and Advances 1985 1984 
Epca! Center participation lees, unearned* $ 96,170 $ 93.372 
Olher unearned deposils and advance 75,739 85,535 
$171,909 $178,907 


* Pursuani їо participation agreements wilh corporale sponsors. the Company expects to have 
received approximately $407 million in Epcot Center participant lees through 1996 ol which 
$178 million has been received as of September 30, 1985 


(еттй! 


9 Business Segments ono 


The Company operates in four bustness segments: Entertainment 
and Recreation, Filmed Entertainment, Community Development 
and Consumer Products. These business segments are identified in 
the Description of the Business in Note 1. 

The Consolidated Statement of Income presents revenues and 
operating income by business segment. Operating income for fiscal 
year 1984 excludes unusual charges of $166 million (Note 11). The 
Filmed Entertainment business segment includes operating in- 
come for The Disney Channel for fiscal year 1985 as compared to 
operating losses of $35 and $28 million for fiscal years 1984 and 
1983, respectively. The Disney Channel commenced operations in 
April, 1983. Additional financial information relative to business 
segments follows. 

Capital expenditures for entertainment attractions and other 
property by business segments were: 








1985 1984 1983 

Enterldinmen! and recreation $154,964 $115,295 5287 40 

Filmed entertainment 12,170 23.959 1,845 
Community development 6,391 6509 

Jonsumer produc! 57 244 222 

Corporate 5,559 6.044 1,195 

$179,141 $182,051 $291 202 


Depreciation expense of entertainment attractions and other 
property by business segment was: 








1985 1984 1983 

Entenlainment and recreation $104,207 $100,197 S 84,059 

Filmed entertainment 4,175 3,027 1.643 
Communily development 3,222 2,094 

Consumer products 67 147 135 

Corporate 1,159 842 347 

$112,830 $106,607 $ 90,184 


Identifiable assets by business segment were: 


1985 1984 1983 

Entertainmen and recrealion $2,087,539 ^ $2.012,553 2,018,787 

Filmed entertainment 299,061 212871 200,195 
Community development 396,002 351,952 

Consumer products 15,337 17,458 17,387 

Corporate 99,346 144,609 144,826 

$2,897,285 — $2.739,443 $2.381,195 


—— + 





Arvida Acquisition 


Р 
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14. АССО! nting слано 





Оп June 6, 1984, the Company acquired all of the outstanding 
common stock of Arvida Corporation (Arvida) in exchange for 3.3 
million shares of the Company's common stock. The acquisition 
was accounted for under the pooling of interests method and Arvi- 
da's financial position and results of operations are included in the 
consolidated financial statements of the Company for the period 
commencing January 1, 1984. The Company's consolidated finan- 
cial statements for the periods ended prior to December 31, 1983 
exclude the operating results of Arvida because Arvida's purchase 
accounting basis as a predecessor company makes its financial 
statements after December 31, 1983 not comparable to those of the 
predecessor company. 

Unaudited revenues and net income (before accounting change 
for investment tax credits) for the Company for the six months 
ended March 31, 1984 (the nearest interim períod prior to the 
combination) were $648 and $31 million, respectively. Unaudited 
revenues and net income for Arvida for the three months ended 
March 31, 1984 were $61 and $9 million, respectively 


11 Unusual Charges 





As а result of management's evaluation of certain Company assets 
based upon redefined corporate strategies, the Company recorded 
unusual charges of approximately $166 million in the fourth quar- 
ter of fiscal 1984. The charges included a provision for write-downs 
to estimated net realizable values of $112 million for motion pic- 
ture and television properties in release, in production and under 
development (Filmed Entertainment segment), $40 million for the 
abandonment of certain projects in conceptual design and devel- 
opment for Walt Disney World or Disneyland (Corporate segment) 
and $14 million for the estimated cost of other restructuring mea- 
sures (Corporate segment). 

In addition to the other unusual charges, the Company incurred 
$20 million of certain nonrecurring corporate general and ad- 
ministrative expenses mostly in the fourth quarter of fiscal year 
1984. The expenses consisted principally of fees related to a termi- 
nated acquisition, costs of the Arvida merger and costs associated 
with changes in executive management. 


To conform with accounting practices predominantly used in in- 
dustries in which the Company operates, the Company elected to 
change its method of accounting for investment tax credits from 
the deferral method to the flow-through method in fiseal 1984 The 
recognition of cumulative deferred investment tax credits increased 
net income by $76 million or $2. 12 per share for fiscal year 1984. If 
the flow-through method had been used in fiseal year 1983, net 
income would have increased to $111 million or $3 22 per share. 


13. Contingencies 





The Company s subsidiary, Buena Vista Distribution Co., лс is a 
defendant with other motion picture distributors in а number of 
private treble damage actions asserting claims under the federal 
anti-trust laws These actions, which have heen filed over several 
years and in which the Plaintiffs seek damages aggregating hun- 
dreds of millions of dollars, are in various stages of pre-trial pro- 
ceedings. The Company has denied the material allegations of the 
complaints in these actions, and in the opinion of management 
and counsel, the Company will not suffer any material liability by 
reason thereof 

During June and July, 1984, a number of lawsuits were filed 
alleging, among other things, breaches of fiduciary duties by 
members of the Company's Board of Directors in connection with 
the acquisition of Arvida (Note 10) and the Company s repurchase 
of its common stock from Reliance (Note 7). Plaintiffs seek, among 
other things, recission of the Reliance transaction. In the opinion 
of management and counsel, the Company does not expect to 
suffer any material liability by reason thereof. 

In addition, the Company is a defendant in various routine 
litigation incident to the conduct of its businesses. In the opinion of 
management and counsel, the Company will not suffer any mate- 
rial liability by reason thereof 
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Regarding ) 
and Changing Prices 


There is no universally accepted method for measuring the effect of 
inflation in financial statements. In recognition of the need to 
provide readers of financial statements with information to assist 
them in assessing that impact, the Financial Accounting Standards 
Board requires a supplementary disclosure of certain financial in- 
formation adjusted for changing prices. 

Inflation accounting as required by the Financial Accounting 
Standards Board involves the use of numerous assumptions, ap- 
proximations and estimates, and should be viewed in that context 
and not as a precise indicator of the effects of inflation. The reader 
is cautioned not to attach too much significance to any one year's 
adjusted results. Even when several years are viewed consecutively, 
the information is considered to be of limited use until the reader 
completely understands the principles and concepts utilized in 
compiling the data. 


Supplementary Staternent of Consolidated Income 
Adjusted for Changing Prices 


Year Ended 98: 
ome | ntinuing opera rl 
Adjustments tor general Inllalla 
constam dollar) 
5 of sale 
Jeprecialion 
Amortiza! ol film production 
and pr ] 
nt dollar n n 
al 
Gain fre 13SIng ром 
of net amo Owe $ 43.000 





At September 30, 1985 the constant dollar/hıslorıcal cos! ol inventories was $309,300, film 
Production costs nel of amortization was $193,300 and entertainment attractions and other prop- 
erty net of accumulated depreciation was $2,994,400 


Five Year Comparison of Selected Suppiementary Financial Data 
Adjusted for Effects of Changing Prices in Constant Dollars 
In Average 1985 Dollar: 





In the preceding Supplementary Statement of Income, historical 
cost financial information is adjusted for changes that have oc- 
curred in the general purchasing power of the dollar as measured 
by the Consumer Price Index for all Urban Consumers (CPI-U). 

Net assets at year end are increased by $1,008 million when the 
cost of inventories, film production and entertainment attractions 
and property are adjusted to average 1985 dollars. This increase in 
the valuation of assets results in an increase in depreciation ex- 
pense of $59 million. This adjustment of depreciation expense is 
the primary cause of the decrease in net income adjusted for the 
effects of inflation However, the Company does not believe that this 
hypothetical calculation has much relevance to its operations. The 
Company believes that cash provided by operations when adjusted 
for changing prices provides a more meaningful insight into the 
impact of inflation, because it excludes non-cash charges such as 
depreciation. Cash provided by operations has increased at a com- 
pounded annual growth rate of 20% when expressed in average 
1985 dollars (compared to a growth rate of 26% as reflected in the 
primary financial statements). In computing the above amounts, 
normal service lives and depreciation/amortization rates have been 
applied to the adjusted amounts, No adjustments are made to fully 
depreciated assets currently utilized in the Company's business. 
Revenues and all other expenses are considered to reflect 
the average price levels for the year and accordingly have not 
been adjusted 

In accordance with the accounting requirements, no adjust- 
ment has been made to the provision for income taxes included in 
the supplementary statement of consolidated income 

As required, certain selected financial data are restated based on 
the average CPI-U for the year for each of the five years shown 
below. Although not required information, the Company has pro- 
vided additional selected supplementary financial data relating to 
cash provided by operations, investment in entertainment attrac- 
tions and other property, and investment in film production and 
programming. All amounts are expressed in average 1985 dollars. 






















(in thousands, excepl lor per share data 
Year Ended September 30 1985 384 82 
Revenues $2,015,400 $1.716,80 $1,410,600 $1,150 11 
Net income (1055) from continuing operation 104,100 39,50 51.800 67.6 98 
Earnings per share from continuing operation 309 5 
Nel assels at year end 2,193,300 165.000 .238 2 2 
Cash provided by operations 531,300 429.200 364 000 
Invesiment in entertainment айгасиспе and olher properly 184,900 01,300 360.10 686 
Investment in film production and programming costs 149,900 132 30( 904 4 
Cash dividends pe 120 124 129 
Markel price per comm ye al year end 93 88 61 6561 
Gain {rom decline in purchasing power of 
net amounts owed 43,000 43 200 23.10 
Average consumer price index 318 298 296 
M oe LLL 


———— MÁS 


arterly Financial Summary 
nds, excep! per share dala) 





)PERATIONS BY QUARTER * 

755 

“гонцех 
Entertainment and recreation 
Filmed entertainment 
Community development 
Consumer products 


come (Loss) Before Corporate Expenses 
Entertainment and recreation 
Filmed entertainment 
Community development 
Consumer products 


Income Before Taxes on Income 
Vet Income 

Earnings per Share 

Dividends per Share 


1984 

Revenues 
Entertainment and recreation 
Filmed entertainment 
Community development 
Consumer products 


Income (Loss) Before Corporate Expenses 
and Unusual Charges 
Entertainment and recreation 
Filmed entertainment 
Community development 
Consumer products 


Income Before Unusual Charges, fixes 
on Income and Accounting Change 

Net Income (Loss) 

Earnings (Loss) per Share 

Dividends per Share 


* Quarterly earnings per share amounts do not necessarily total to the year end earnings per share amount! due to the varying amounts of average shares outstanding during the periods. 


December 31** 


$232,600 
78,233 
$4,129 
31,568 
$426,530 


$ 26,480 
15,374 
28,332 
16,615 


$ 86,801 
$ 56,889 
$ 32,189 
$0.95 
$0 30 


$224,895 
46,585 
30,679 
$302,159 


$ 21,377 
(6.120) 


16,252 
$ 31,509 


$ 16,00] 
$ 85,102 
$2.46 
$0.30 


March 31 


$270,002 
80,528 
63.935 
28,004 


$451,469 


$ 44,433 
LS 
0,580 
14,618 


$ 858972 


$ 63,165 
$ 34,905 
$1.04 
$0 30 


$244,262 
73,612 
61,185 
28,242 


$407,301 


$ 38,348 
1,070 
12,678 
15,832 

$ 67,928 


$ 31,313 
$0.82 
$0.30 


Jung 30 


$368,804 
BAT 
38.278 
22:216 


$546,900 


$ 92,885 
4,544 
12:758 
9.739 
5119.090 


$ 93,067 
$ 52,567 
51.56 
$0.30 


$314,610 
67,841 
74,600 
26,259 


$383,319 


$ 68,075 
7,728 
17,782 
11,240 
$104,825 


$ 81,557 
$ 45,436 
$1.23 
$0.30 






S480, 111 
75.]14 
557518 
40,754 


$590,521 


$102,589 
(9,408) 
14,798 
15,354 


$313,592 
56,5]4 
68,590 
24,502 


$463,198 


$ 64,895 
(429) 
11,766 
10,539 


$ 86,771 


$ 33,553 
$ (64,007) 
$(1.89) 
$0 30 


** See Notes 11 and 12 of Notes to Consolidated Financial Statements for description of the fourth quarter fiscal 1984 unusual charges, nonrecurring corporate general and administrative expenses, and the 


first quarter fiscal 1984 accounting change 





FORTY-FIVE 


FORTY-SIX 


Selected Financial Data 
n thousands, except Per Share Data and Other Data) 





1985 1984 
Statement of Income Data 
Revenues $2,015,429 $1,655,977 
Income before corporate expenses 418,796 291,033 
Corporate expenses 57,261 66,602 
Interest expense (income) - net 51,644 41,748 
Unusual charges* 165,960 
Taxes on income (benefit) 136,400 (5,000) 
Change in accounting for investment tax credits* (76,111) 
Net income 173,491 97.844 
Balance Sheet Data 
Film production costs 182,089 102,462 
Real estate inventories 220,826 229 424 
Entertainment attractions and property, 

net of depreciation 2,001,691 1,937,346 
Total assets 2,897,285 2,739,443 
Borrowings 823,051 861,909 
Total liabilities and deferred credits 1,712,397 1,583,958 
Total net assets (stockholders equity) 1,184,888 1,155,485 
Matement of Changes in Financial Position Data 
Cash provided by operations 531,302 414,036 
Cash dividends 39.798 40,941 
Investment in entertainment attractions 

and property 184,870 194,142 
Investment in film production and 

programming costs 149,945 127,595 
Per Shave Data 
Net income $5.15 $2.73 
Cash dividends 1.20 1.20 
Stockholders equity 36.63 24.26 
Average number of common and common equivalent 

shares outstanding during the year (in thousands) 33,712 35.849 
Other Data 
Stockholders at close of year 58,000 62,000 
Employees at close of year 30,000 28,000 


320 375 
42,849 
14,066 
70,300 


93,160 
127.010 


1,871,809 
2,381,195 
352,575 
980,667 
1,400,528 


337,356 
41,100 
333,738 
83,750 
$2.70 
1.20 
40.58 
34,48] 


60,000 
30,000 


1982 


$1,030,250 
200.116 
36.104 
(14,781) 


78,700 


100,093 


108,067 


1,673,238 
2,102,816 
315,000 
$28,032 
1,274,784 


274,782 
39,742 
614,416 
52,295 
$301 
1.20 
38.22 
33,225 


61,000 
28,000 





18M 


$1,005,040 
214,004 
30,814 
(23,130) 


95,500 


121,480 


120,640 


1,069,360 
1,610,009 
110,000 
442,891 
1,167,118 


210,805 
32,406 
335,407 
55,454 
172 
1.00 
35.99 
32,620 


60.000 
25.000 


* See Notes 11 and 12 to Consolidated Financial Statements for description of fiscal 1984 unusual charges, nonrecurring corporate general and administrative expenses, and accounting change 


evenues by Business Segrnent 


Ihousands) 





nteriainment and Recreation 

\dmissions and rides 

Merchandise sales 

Food sales 

Lodging 

Participant fees, Walt Disney Travel Co.. 
‘Tokyo Disneyland royalties and other 


Filmed Entertainment 
Theatrical 

Television 

Home Video and Non-Theatrical 


Community Development 
Residential 

Land and commercial property 
Resort operations and other 


Consumer Products 

Character merchandising and promotions 
Publications 

Records and music publishing 
Educational media 


1985 





$ 480,724 
311,501 
247,416 
108,982 


108,894 
$1,257,517 


$ 84,180 
126,297 
109,509 


$ 319,986 


$ 121,014 
115,244 
79,096 


$ 315,354 


$ 60,968 
19,510 
31,833 
10,261 


$ 122,572 














1984 983 gg? 
$ 406,644 $ 380,019 $ 35277 SE S aw 
262.064 344,624 195,094 200,01 1 
223,848 224,490 165,810 159.371 
104,779 98,105 81,427 70.110 
100,024 $3,044 25502 29.828 
$1,097,359 $1,031,202 $ 725,010 $ 691,511 
$ 108,861 $ 8246) $ 119,933 $ 130,903 
57,479 27.992 344,420 43,022 
78212 55 000 37.749 221941 
$ 244,552 $ 165,458 ў 202,102 < 196,806 
$ 53,038 
90,166 
61,180 
$ 204,384 
$ 45,09 $ 47,802 $ 37,956 $ 31380 
18,184 20,006 20,821 23,658 
33,734 30,666 26,884 27,358 
12,671 12,223 16,877 12,027 
$ 109,082 $ 110,697 $ 102,538 & 116,423 





FORTY-SEVEN 


FORTY-EIGHT 





BOARD OF DIRECTORS 


Caroline Leonetti Ahnanson* * 
UM That Emeril 

Fader; Heserse Mani WE Frane 

EY 


Charles E Cobh, prt 
Chao man and Стив! Executive Оние 
havida Disney Согроганоп 


Joseph Е Cullman 3rd* 
Chairman Emeritus 
Phi Mone inearpuraled 
тта) 


Roy Е Disney 
vice Chairman 
Wall Disney Productions 


Michael D. Eisnert t 
Chairman and Сме Executive Officer 
Wall Disney Productions 


Ignacio E. Lozano, [r* Y 
Publisher, LA OPINION 
(Newspaper publishing] 


sharon Disney Lund” 
Vice Chairman 

Retlaw Ёпіегрг зех Inc 
unvestmenis] 


Richard A Nunwtt 
President 
Watt Disney Allrachons 


Пони В Tatum 
Former Chairman and Chiel Executive Officer 
Walt Disney Praduclions 


E Cardon Walker 
Former Chairman and Chiel Executive Olficer 
Wall Disney Produchons 


Raymond L. Маон? 
Chairman ol Ihe Executive Committee 
Wall Disney Productions 


Frank G Wellstt 
President and Chie! Ореганпа Officer 
Wall Disney Productions 


Samuel L атут 
Senior Parlner 

Hulsledler Miller Carlson & Beardsley 
{law firm] 


Gary 1, Wilsontt 
Executive Vice Presiden! 
and Chiel Financial Осе! 
Wail Disney Produclions 


* Member ol Audi! Review Commillee 
t Member ol Compensation Committee 
1t Member o! Executive Commillee 


DIRECTOR EMERITUS 
William H Anderson 


CORPORATE OFFICERS 


Vichael D Ене 


Dia ot the ese ann Quel Eviter Ones 


Frank G Welly 


Ure agent ind Chie! Ораг Otlicer 
Ray Е Disney 


vice Chairman ut Ine Bord 


Gary I. Wilson 
E«ecutive vile Рр йеп and 
бле! тупга Oe 


Joe Марио 
Senior vice Рт еп! Genera: Counsel 


John] Cornwell 


Vice Prewidenl Management Infnrmation Service 


Jose M. Deetjen 


vice Presiden! Тах Administration and Counsel 


Luther R Marr 


Vice Presiden! - Corporate and Stockholder Affairs 


Lawrence Р Murphy 
Vice Presiden! Strategic Planning 
Peter Е Nolan 

Vice Presiden! Course) 


Erwm D Okun 


Vice President Corporate Communications 


Joseph M. Suntaniello 
Vice President Counsel 


Doris А, Smith 
Vice Presideni and Secretary 


Frank P Stanek 
Vice Presiden! Corporate Planning 


Bruce Е Johnson 
Controller 


PRINCIPAL DIVISIONS WITH CHIEF 
EXECUTIVES 


Arvida Disney Corporation 
Charles E Cobb Jr 

Disney Consumer Products 
Barlon K Boyd 

Walt Disney Attractions 
Richard A Nunis 

Wall Disney Imagineering 
Carl G Bongimo 

The Walt Disney Studios 
Jeffrey Katzenberg 
Richard H Frank 


The Disney Channel 
John Е Cooke 


FOREIGN SUBSIDIARIES WITH 
PRINCIPAL MARKETING 
EXECUTIVES 


BELGH M 


Wot Arey Pardon femen 
agre aonik 


CANADA 
Wall Diny Muss ot Canada le 
1те к Ачу 


DENMARK 

Wail Disney Productions A 5 DT 
nunnat Manson 

FRANCE 

Wait Disney Produchons (Frances $ A 
Armand Bigle Richard азот 
Dominique Вира 


GERMAN) 

Wail Disney Productions (Germany) GmbH 
Har Коризсрек 

ПАП) 

Creazioni Watt Disney S p A 
Antonio Bertini 


JAPAN 

Wall Disney Enterprises al Japan t Id 
Matsuo Yokoyama 

Walt Disney Production: Jupan tid 
Yusaku Seki Mamoru Мота James Сога 


PORTUGAL 
Wall Disney Portuguesa Criacoes 
Arlislicas Lag 

Lazzlo Hubay Cebrian 


AUN 
Wall Disney Iberica. 5 А 
Enrique Sluyck 


LENITED KINGDOM 

Wall Disney Productions Limited 
Dino Tom Monty Mendelson Terry Byrne 
Keith Bales 


DISNEYLAND INTERNATIONAL 


James Cora 


ТА FRANCE S'OFFRI 
WUCIEY І 


EUN 








:- a- Vallee, a new town 2 
ГЕ eyland Standing, trom left, are Laurent Fabius, P 





g. 
Paul Seramy, President, Genera! Counc: 
Redeployment t 
the United Stales by satellite 





Department of Seine-el-Ma, 












WALT DISNEY 
PRODUCTIONS 

500 $ BUENA VISTA ST 
BURBANK, CA 91521 


